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september 21, 1993 

2 'l'b1s utter cue on to be beard on tb1s tbe 21st day of 

3 septeaber, 1993 before tbe VirGinia Gas and Oil Board 1n tbe 

4 Dickenson Conference center Rooa at tbe southwest Vir91n1a 4-B 

s center, Ahinqdon, VirGinia pursuant to sect1on 45.1-361.19.B 

a and 45.1-361.22.8 of tbe COde of Vir91n1a. 

7 

a HR. CIIAIJlHAH: Good aorninq. HY nae is Benny Wapler. I'• 

9 Deputy Director of tbe Vir91n1a Departaent of K1nes, 

10 Hin.erals and Bnerqy and c:bai.r.an of tbe Gas and oil 

n Board. I • 11 ask tbe Board aembera to introduce tbu-

12 selves atartinq witb Hr. Barr1&. 

13 (HBHBBRS INTRODUCED.) 

14 HR. CHAIRMAN: We'd like to welcoae our new Board aeaber, Mrs. 

15 Joyce Presley froa Buchanan county. Sbe 1& a publlc 

16 auber and we welcoae bar to our aeetinq today. 

17 HRS. PRESLBY: 'l'bank you. 
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3 HR. CHAIRMAN: Are the folks froa Tazewell Rational Bank here? 

• (Pause.) I don't see anyone . If n.ot, I'm GO to our 

5 aeconc:S itu on the a;anc:Sa anc:S that's Tall rulJDer who is 

6 Principal Executive to the staff of the Gas ancS Oil Board 

1 to present a summary of the actual wall coats on un.its 

8 which are subject to a SoareS orc:Ser. 

9 HR. lULKIR: Thank you, Hr. Chairman . Hr. c:bairaan, the first 
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thin; I' cS like to ac:Svise the Board on is when you look at 

coat there are aoae variable coats involved in the 

shapinG or the formulation of the DVB or an An anc:S those 

can vary from well to well to wel.l dependinG on the 

amount --as far as compulsory pooling, as far the Board's 

concernec:S, it could be lease coat, title coat anc:S le;al 

coat which may be c:Sifferent from wal~ to well to we~, 

site construction coat c:Sepenc:Sin; on the diffi~ty of 

the 81 te. contract c:SrilliD; coats could vary froa 

coapany to COJDPaDY depending on their own contracts 

c:Sepenc:11D; on what the marJtet witbatancSa, equipaent coats 

may vary, transportat.ion. Transportation hera meaning 

the coat of transporting the c:Srill ri; bact anc:S forth. 

The transportation cost on stimulation, transportation 

cost on cuentin;, these vary. Well bead procluction 

equip•ent , not all coapaniea use the aaae we~ bead 
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production equipment which may include -- in pH111tt1n9 

may include the pipel.ine also associated with it . soae 

wells that come before the Board have not included 

pipeline and some wells have included pipel.ine. so these 

costa vary from well to well to well dependinq on the 

company . The proposed stimulation - really stillulation 

is not for11Ulated untll at the time that the foraation 1a 

deaivnated to be stimulated and the si.ze and aaount of 

atillulation which may include different horsepower, 

different amount of sane, different aaount of oxyven. Xt 

depends on what frack technique they use, too. ca&inq 

costa vary from year to year to years dependinq on the 

amount of steel available, the amount of caain9 available 

in the market. Then you have an overall catch-all which 

is a non-anticipated coats which could be costs which 

occur because of bole difficulty, equipment failure, 

tbinqs of that nature . so just bear in aind when we look 

at these fiqures that I 1 ve put toqether in regards to the 

wells that have been pooled or within a Board order 

poolinq -- you 1 11 see these varied coats come out aa to 

what the original AFB was . (Pause . ) To qive you a 

general idea of what orders have occurred where the Board 

has ordered, we 1 ve had 52 what we in the support staff 

call CPNC which is compulsory pooled non-conflicting 

claimants - - we 1 ve had 52 of those and these are nonally 
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conventional wells. I think we have rarely one or two 

coalbed aetbane wells that would not fall into that 

cateqory -- would not fall into the CPC. The CPCs, 

coapulaory pooled conflictinq, under the Oakwood I we've 

bad 75. CPC, aqain un.der the Oakwood I, we've had 45. 

UDder the CPC lonqwaU paneled or sealed qob we•ve had 

12 . so thoae types of orda.rs total up to 184. 'l'hat' s as 

of that tiae. We've passed aoae aore since then, but to 

qive you a qeneral idea. As far as the distribution of 

coapulaory pooled non-conflictinq you've had a total of 

52. 27 of the orders have been drilled and coapleted. 

Six orders have expired. We've had one by coni.co, one by 

Bxcell Bnerqy, one by Maverick, four by Aavest, seventeen 

by Virqinia Gas COIIpany, and 28 by BRD. As far as the 

cost -- the AFB versus the actual coat, one of the 

coostants in fo.raulatinv or tryinq to qet t.bi.a out, one 

of the constants that I bad to look at or what I consid­

ered the aost constant is the depth of the proposed 

wells -- overall depth of proposed walla. I've broken 

it down into 500 foot interval.&. In other words, takin9 

the total of 27 wells that we surveyed as far as actual 

costs versus proposed AFB cost, if we look at the depth 

on wells that were drilled froa 4,450 foot we have a 

different -- an actual cost difference of 240 , 000 versus 

292,000. Close to $52,000 diffe.rence . If we look at 
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4,500 to 5 , 000 foot we have 247,000 versus 273,000. 

RouQhlY about na,ooo difference . As we vat deeper frail 

3 5,000 to 5,500 we have 262,000 vereus 267,000. About a 

• u,ooo difference . Thau whau we 90 fnm 5,500 to 6,000 

5 we have 250 , 000 to 252,000. About •2,000 differaaca. 

6 That • a on the ca.pulsory pooled non-confllcti.Dv. 

7 HR. IIAJUUS: Toa, there aaeaa to be a trend ~t, that the 

6 deeper the vall the leas over run? 

9 HR. ruuont: Well, again you have to take UDder ccmaiderat.ion 

10 the cUffare.nt varUd coats like I did on the fU.t ch.art. 

" I aean, tryinv to justify nUIIbars i.s hard because you 

12 have to look at each particular well, what happened on 

13 that particular wall . 

1• HR . HARRIS : But it's not consistaut !rem well to well? 

15 HR. FULHBR : It does look like a trend, as you 90 daeper th.e 

16 coats are more accurate. BUt 1D each iDdividDal. well 

11 there aay be a particultt situation that's drove the coat 

16 up. 

19 HR. DLLT: Do you sao any one factor that overrides othan 

~ as far as tbe principle? 

21 HR. FULHBR: Well, the aoat ovarridiD; factor is site con-

22 struction. Some of thua have beau way under estiaated. 

23 HR. nLLY : What about pipeline coat, ia that a --

2• HR . FULHBR : Pipeline coat 1D moat of these riQht hare really 

25 doesn't become a factor because they're uauall,y permitted 
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aeparately . 

2 HR. DLLY: I 9UU& the only othe.r thi.Dg I can th1Dlt of woul.d 

3 be title coat in aoae areu where you've vat a lot of 

~ aaall tracta veraus where you've got big blocka. 

5 HR . FULHBR: That bas a differwce in legal the title and 

6 the lease costa go aucb higher in aoaa of thaaa because 

7 of the nuaber of nall tracts vithi.D the unit. 

6 HR. DLLY: It's probably that aoae of the deeper wells are i.D 

9 areas that are on bigger blocks . 

10 HR . FULHBR : Right. 

11 HR. KELLY : Where the aball.ow ones are i.D areas that have 

12 aaaller tracts . 

13 HR . FULMER : Kuch saaller tracts on some of these. Especi.al.ly 

1 ~ 
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the latest ones in the last year or ao have bad a naber 

of tracts and ao forth which drive the coat up on titles 

and ao forth . Anyaore questions? (Pause.) All far as 

the distribution of compulsory pooled confU.cting orders 

we've bad a total of 74. 35 of the 75 orders have been 

drilled and coapleted. We ' ve bad ten orders that were 

iaaued to BREZ, seventeen orders have been issued to 

Pocahontas Gas Partnership, and 48 have been issued to 

Buchanan Production coapany. Again uain; the sua 

criteria I used on the coapulsory pooled non-conflicting, 

looking at the coat variation aa to well on depth -­

couon depth -- on tba shallower wells we have about an 
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t11 1000 difference on the average. Going up on a 200 

foot interval froa 11600 to 1,800 we have roughly a 

U4 I 000 difference. Proa 1 1 800 to 2, 000 we had roughly a 

n 1000 difference. Then going up froa 21000 to 2,200 we 

had roughly a U21000 difference. TheD 2,200 to 2,400 we 

had a difference of t601000/t8010001 aoaeth1Dg Like that 

on an average. 'l'his one vu interesting, the 2,200 to 

2 1 400 1 because that' a about the average depth of the 

Pocahontas . so a aajority of your wells were drlll.ed in 

that area in that type of situation. 'l'hen above 2,400 we 

had roughly a U8,000 difference. For obviou.a reuou -

- - well, aaybe not obvioua . When we look at the lonqvall 

paneling and the sealed gob and aoae of the oakwood IX 

orders that the Board hu iasu.ed the coat - you can't 

Wle it as far as a well to well basis because U you 

ruellber soae of the weLLs were done on a short-hole. 

Given a co .. on figure of 14 1000 for that particular 

hole. The bole is already driLled. Soae had two wells 

in it. Soae had no vella in it. so you really can't 

coapare those figures. A lot of thea were actual costa 

tbat the Board -- when they were presented to the Board 

were actual costa at that ti.lle anyhow. so they didn't 

vary any either . But the single well units is what 

basically I looked at . As far as what the coats present­

ed t o the Board on a single well unit these are the 

l 



• fi;ures that cue out. 

2 HR. CHAIRHAH : Tom, approxiaately bow many of those wall.s were 

3 in the 2,200 to 2,400 ranqe? Do you have any bac:kQrOUDd 

4 tables that vave you the actual nuabers of that that you 

5 could qive us? 

e HR. FOLKER: (Pause.) Thirteen. 

1 HR. CHAIRHAH: All riqbt. Any other questions? 

8 HR. McGLOTHLIN: Tom, could you tell on that 2,200 to 2,400 

9 what led the cost to be that mucb qreater? 

10 HR. FOLKER: Xt varied froa wall to well to well. soae of it 

11 was stiiDulation costs. There was a bad hole on one wall. 

12 There was also some lease cost that was hiqh on the 

13 lease c:ost. There was soae instances of si.te construe:-• 14 tion whicb was fairly hiqh. A lot of time it varies 

15 between the wells as to what that cost miqbt incur and 

16 miqbt have went hiqber. 

11 HR. KcGLO'l'HLDf: so you can • t put your thumb on one 

18 particular 

19 HR. FOLKER: I c:ouldn ' t put it on one particular one. X mean, 

20 overall I did these on an averaqe basis as to what would 

21 be the averave cost because - I could point out one well 

22 versus one well and one would be biqher and the other 

2:1 would be lower. overall in lookinq at it x th1nk two 

24 percent over all the wells I did these I th1nk it was 

25 two percent over all the wells were unde.r the AFI costs • 

• 
8 
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so 98 percent ware over the An coat or DVB con. 

2 HR . EVAHS: TOll, jwat one quution. D14 you happeD to take a 

3 •axblua end on each one of your categories there -

• lliniaua coat for a well between U,400 and U,&OO and a 

5 •axiaua coat for that aaae well ao that wa vet - aD 

e averaqe ia one thiDv, but the udiua or aD ext.reae -

1 HR. PUI.Hill: No, I didn't do any •ediua. I did averavu ODl.y 

8 on the nu.ber of walla that ware dona varaua actual. costa 

9 of thoae nuabere. 

10 HR. BYARS: Did you happen to -.ark down of thirteen wells 

11 2,200 to 2,400 feat deep the least that aDybody drllled 

12 one of thoaa for waa 1275,000 and the aoat was 1376,000 

13 -- just qetting a ranve? 

14 HR. FULHER: I CaD qive you that fivure. (Pauae.) 'l'he aost 

15 waa .319,234. 

16 MR. EVANS : 319? 

17 HR . FULHIR: Ub-bub. 

18 HR. EVANS : And the least? 

19 HR . FULHIR: Tbe least waa 1211,920. 

20 HR . DLLY: But tbat•a overall depth ranves or just that one? 

21 HR. FUI.HER: Tbat waa overall depth ranvea . 'l'hat was in the 

22 averaqe . 

23 HR. HCGLOTRI.nf: on that 319 

24 HR. FULHIR: As far aa depth ranqea, no. on tbe 2,200 to 

25 2,400 that waa tbe mediWD fivure • 

9 
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That wu the Qtread? 

Yes. 

1 HR . IVAN&: 

2 HR. ruLICER: 

3 HR. DLLI: that • s why I was asltiDg if it wu overal.l depth 

~ range• or just for that oue range. 

5 HR. IVANS: So you have a SlOO,OOO difference 1.n that ODe 

6 range . Did that show up, that sue type of - that's a 

7 pretty good spread. Did that saae type of spread show up 

e 1.n all your other depth c.ategoriaa? 

9 HR. FOLMER : In aoaa cues it did and 1.n s011e cases it went 

10 under. 1 had soae under and s011e over. :In aoatly the 

11 depth ranges you had one or two walla that were really 

12 out of balance. Host of thu were withi.n the UO,OOO to 

13 S40,000 range which is not too bad conaider1.ng you're 

doing an est~ate. 

15 HR. HcGLOTIILDf: The wall that costs S319,000, do you have the 

16 DVB figure for that wel.l? 

11 HR. FULHBR: S319,460. The origl.nal DVB wu 1233,071. 

18 HR . OIAIRHAH: Any other questions? 

19 HR. DLLY: No part.icular coat category aeued to be aore 

20 prevalent than others aa far as runni.ng up the cost 

21 on --

22 HR. FOLMER: 

23 HR. KBLLY: 

No. 

It's pretty widely spread over all coat 

24 categories. 

25 HR. McGLOTHLIN: Do you find that the cUfference 1.n the actual 

10 



• 

• 

• 

and proposed cost is -- the percentage is decreuing u --tiae is going on or 1a it ruDDing about the saae? 2 

3 HR. FULHBR: Actually they• re going higher than what they 

4 originally anticipated. 

5 HR. CHAIRKAN: so the gap is getting wider? 

e HR . ruLKBR: well, I don't say the qap•s getting wider. It's 

1 just that you take a nwaher that • s been preJ~ented before 

8 the Board and aost of thea have been within the lut year 

9 and a half. A lot of tho are not drilled for a year. 

10 HR . CHAIRMJUi: Right. 

11 HR. FULMER: so right now you're just getting the feel of what 

12 those actual coats are going to run you. 

I:J HR . McGLOTHLIN: so the companies were est.illating -giVing 

14 batter estiaates two years aqo than they are now? 

IS HR. FULHER : No. It wasn't two years aqo . AglliD I have to 

16 a.pbuize that on soma of these wells, when you qat dcnm 

11 to actual costs there may be some occurrence 1D that vel.l 

18 that will cause it to go higher. Like soma of the 

19 319 , 000 -- I bad one well that bad bole problua. 

20 HR. DLLY: You ' re talking about unanticipated occurrences? 

21 HR. FULHER: unanticipated costa. 

22 HR. DLLT: So what that seams to say is that people should be 

~ including a greater contingency factor? 

24 HR. FULHBR: Host certainly I would believe that soae of the 

2S AFEs being proposed to the Board are beJ.nq very couerva-

11 



• tive. one thinq also al)out ArBs, too, aa Bill aay know, 

2 you • ve qot a nWIIber of wellB that you're voinq to dr1ll 

3 and the anticipated ArB costs aren't voinv to vo over 

• your budvet. so you -- when you subait your AFB8 it's 

5 usually to aeet your budvet, whatever budljJet you aay 

6 have at that tiae. That doesn't necessarUy aean that 

7 that's what's voinv to happen. 

a HR. KBLLY : soaetiaes you can never put in enouvh continveney. 

9 It • s always vood to have enouvh to the best of your 

10 eatiaation. 

11 HR. EVANS: Toa, 414 you happen to take a look at the tille 

12 differential? I was just wonderinv U there was an ArB 

13 or DWB that was proposed or subllitted and the d.r1ll.1n9 • 1. c01111e.nced and was completed relatively quicltly after 

15 that. I would th1nJt that after a year's tiae or aore th.e 

16 est.iaated cost can chanve consideral)ly baaed on other 

11 cost factors unless you have a sol~d contract for 

18 supplies and aaterial or whatever else, if that --

19 HR . FULMER: Host of these well.s were done wi~ the year 

~ after the order was issued. 

21 HR. EVANS: so it's relatively quick. 

22 HR . CHAIRMAN : Any other questions? Thank you, Toa. Do we 

23 have the representative froa the Tazewell National Bank? 

24 HR. JtiNG: Yes, sir. 

2S 

• 
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3 HR . aDURKAH : All the Board llellbera know, the Tazewell 

4 National Bank is acting as the escrow agent for the 

s Board to handle the funds that are pooled under forced 

a pooling orders which we'll get into •ore a little later. 

7 They• re today giving ua the first report which wi.ll be 

8 the annual report to the Board. 

9 HR. KING: I'm passing around a little - I just call it a 

10 BWIIIIlrY or fu sheet. 

" HR. aDURKAH: JUst a second. state your naae for the record, 

12 please. 

13 HR . KING : Okay. HY naae ia Wllliaa F. King. I'll with the • 14 Tazewel-l National Bank and, of course, we're the escrow 

15 agent for the VGOB escrow fund . 

16 HR. aDURHAN: The Board has raceJ.ved a copy of the allocation 

11 report through June, 1993. I believe all of you have 

18 that as part of your record. Proceed. 

19 HR . KING: Basically I just felt like what we needed to 

20 provide was soae facta and see what questions you all 

21 might have . The first sheet - I'll probably jUJIP 

~ around, but the first •oney came in on August llst,1992. 

23 The report you have and moat of the figures here are as 

24 of June lOth. I can probably provide soma update to that 

25 if need to. The currant balance in the fund, and this ia 
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actually as of today, ~s a f~vure th.ere of S399,489. In 

voinv to the au.aary aa of JUDe 30th -- I'll show how we 

vet back to the 399, but the total receipts for the 

period endin; 6/30 vaa f504, 772. Intereat incoae vas 

U, 706 and the fa .. paid at that point were U,25D. 

Tboae are the .. crov event feea. That bra;s us a total 

in the account on JUDe 30th of $506, 228 . A8 you ••Y be 

aware, ve found out I vuess s011evhere dori.n; the ~ 

-- JUly aaybe -- that there vera funds forwarded to the 

escrow account that veren' t to be in the fund. They vera 

not a Board order issue. so on JUly 26th $171, 165 vas 

returned to eouco that represented seventeen units for 

seventeen accounts on our aystu . 'l'he and1nq fiqure of 

June plus the repayaenta and then the ~ticmal depos~ta 

froa that tille throu;h today i s SOilevh&re in the nei.qb­

borbood of no. 000 and that brinvs U8 to the current 

fivure jual: under $400,000 . Tbe total nu.her of accounts 

o r units at JUne 30th ia 70 . That's exclusive of the 

Blllounts that vera returned. 'l'hat nu.her rivht nov is 

only 71 or 72 as far as the nuaber of unite that we're 

receivinv depoaita on . To ;ive you an idea of the feu 

-- maybe I abould 90 over that schedule , as to vbat 

that's baaed on . 

2• HR . CHAIRMAN: I think that vould be vood and then we'll see 

25 i f the Board aembers have questions • 

14 
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1 KR . ltiHG: The baalc schedule is really coaputed in two 
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different aspects . There's a no per aonth per UD.it fee 

which is -- we call it a transaction or activity fee for 

every unit where there is a receipt for a particular 

aonth . There is a no cbarve . There is a aanavuent fee 

baaed on the aarkat value of the fund and it's one 

percent . These are both -- at this point we're coaputinv 

thue aonthly . The Uvure 2, 250 was - the first fee 

that was taken at some tille -- I think it was in February 

and that waa no per aonth per depoait fee . we did n.ot 

take the bulk of the fees until aftar JUne 30th. I think 

these f e u were taken -- the fiGUre you see there aa 

total fees to date of $7,126 includes the U,250. 'l'be 

balance of those were taken in AUvu-t. thltll probably 

February or after the fund really wean • t of sufficient 

size to be9in collecting a fee . so we just delayed that. 

At this point those are bein; taken aonthly and coaputed 

monthly . It • s much easier to keep traclt of. JUst to 

;ive you an idea of the system, we have a venaral trust 

accounting system for every account that we aanap. 

There 1a a monthly report that voea to the staff that 

shows al l the t .ranaact1ons for the aonth and a list of 

the current holdin;s -- cur rent balance of the account. 

That 1a on this 9eneral accounting ayatu and ia aore of 

a p i cture of the entire fund. on that syat .. , just to 
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qive you an idea, on aonthly traDJiactiona we average 

about 55 u depoaits coaing in, interest, purchuing the 

funds and so forth. The report you bave wbicb is done on 

another systea 1a the allocation ayatea where we have the 

70 accounts . Obviously th.ere • a a lot aore traDJiacti.on 

there. Really tbia is only based on the l&Bt c.ouple of 

aontba and this figure 690 traDJiaction per aonth is, I'a 

sure , aucb less in the early part of this account. But 

now it's going to be probably vetting aore and aore. 

FiDally, at the present and up until now we've used 

strictly a aoney aarket fund in the account. The current 

yield on that fund 1a about 2.9 percent. I aigbt say the 

objective as we understand it at tbis point bu really 

been to aaintaiD the funds and we're pretty IIUch operat­

ing at this point on a zero risk approach, at least froa 

a aarket r1slt of fluctuation. We look at tb1a as an 

escrow fund wbere the aoney v1ll eventually be going back 

out . This is one area where maybe if there are quest10D8 

- uybe it would be helpful for us to ask Upute frail 

the Board. But the feeling bas been and wa•ve discussed 

with the staff that at least while the fund is grawing 

it uy reach a point where -- another tbing that's 

illportant is the tille frame wbere we can estiaate what 

kind of time frue we• re talking about. 'then we can 

probably increase that without taking any great deal of 

16 
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risk . That's pretty auch what I have to report . I'll be 

happy to answer any questions or do any research to qet 

3 aruswers back to you . 

~ HR. CHADUCAH: 'l'hanlt you, Hr. JUnq. Any questJ.ona, aeabera of 

5 the Board? 

6 HR. McGLOTHLIN : Hr. JUnq, on the seventeen unJ.ts that was 

7 returned to Conico, did we pay that $10 aontbly charve on 

8 that or di.d we qat rebate on that? 

9 HR. lUNG: That was paid, in fact, by conJ.co . What happened, 

10 that aoney was earninq interest and those fees were paJ.d 

11 out of the interest. so the fund8 went back net to 

12 COnJ.co . The or1Qinal principal - I can't persona1ly 

13 break that down , but I would say about 171 -- a huqe 

port.i on of that was the oriqinal deposits . 

15 HR. McGLOTHLIN: I just didn't want us to pay for soae tbinQ 

16 HR . KDIG : RiQht . That ' s the way we looked at it, too. :rt 

17 wouldn ' t be fair. In fact, we probably should have 

18 realized froa the aoney coainc;r in there wasn't an order. 

19 But at that point I thJ.nJt maybe we were too new in the 

20 c;rame and -- at any rate, no , it dJ.d n.ot have any adverse 

21 effec t on the balance of the fund . 

22 HR. McGLOTHLIN : secondly, where are you puttJ.n9 the aoney? 

23 HR . lt:ING : The 11oney i s in a government money m.arket fun.d. In 

24 other words, it • s not -- that • a a 9ood questJ.on. It 

25 c ould 90 into the bank as a deposit . we 9enerally would 

n 
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not do that as we sea that aa possible conflict nuaber 

2 on.a. And nuabar two, with th1a aaount it wou1d be 

3 involved in insured U.aita . so this is invested in a 

4 aonay aarket fund ca.priaing entirely of gove.rDIUUlt 

s treasury obligations. 

6 MR. McGl.O'l'HLDf : You're vatting one percent a year on the 

7 total account and 2.9 percent yield. That's not aak1ng 

8 an awful lot of aonay. 

9 MR. JCIHO: 'l'bat's right. 

to MR. H.c:GLOTBJ.IN : Of course, we're not in the buiness to make 

tt aoney but we• ra 1n bu81neas to protect the account. 

12 HR. ltiHO: Right. The real crucial question that we bave 1a 

13 

14 

tS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

-- actually we can expand even using very abort CDs and 

evan if they're 100 or under it's apraa41ng around we can 

do that. That's something that we've bad in aind, that 

we abould do aa the fund gets to a reasonable size which 

I think it is now . That would probably increase the 

yield by about 50 percent over what it ia now -- the 

grou yield. We can do that with.out very aucb -- well, 

really without any fluctuation risk. We did a lot of 

research in tbe beg1nn1ng and looked at V1.rgi.n1a statutes 

and -- of course, even since the time we started that's 

cbanqed. Basically now as a trustee we're guided by a 

prudent trustee rule and our range of inve•taenta is 

pretty aucb unlillited. But as an escrow agent where w 

18 
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II 

12 

13 

don't bave a lonq tera tlae horizon on these funda I 

thiDJt we really bave to waiqb our daci.aion heavily - let 

ae qive you an exuple. I aentioned th1a aoney aarket 

fund becauae it's aostly of treuuriea. ve could 90 1Dto 

a five, ten year or lonqer treuuries and a treaaury note 

1a tbe safest 1Dvastllent 1D the world qenerally reco9ft,1z­

ed. But if I buy a treuury today and u pretty IIUch 

aost of us feel a couple of years down the road rates are 

biqb.er and we bave to cuh out of it and diatributa the 

funds we • re qo1Dq to take a loss. So that • s what we • re 

faced with u far as tryiDq to increase the yield. RoW, 

obviously with CDs you stay short and they sta9Q8r you 

probably would do pretty well . 

1• KR . KcGLOTRLI:N: I'm just concerned at 2.9 percent. I aean, 

15 my mesally little sav1Dqs account is not an711ore yield 

16 than that and for $400, 000 it seeJU to me it ouqht to be 

11 a little bit biqber. 

18 HR. KING: Actually we can qat this up to four, four and half 

19 percent us1Dq certificates of deposits. 

20 KR. HcGLOTHLIH : Vbat•s the Fed rate for overniqbt deposit 

21 now? 

22 KR. KING: It's 1D tbat ranqe. Pl'Obably less than 2.9 

23 actually. The averaqe maturity of this fund is aore like 

2' six months. so the ovemiqbt rate would actually be a 

25 little bit less than that. It jumps all around • 



• 1 HR. McGLOTHLIN: I understand that. so you' ra telling aa 

2 we• re not doinq too wall then on our yield? 

J HR. KING : Wall, we• ra doing what 1a average for a aoney 

• aarketinq account. We are not below average for a risk 

!I free money aarket fund. If we usa that as a aeaaur1Dg 

6 stick we're okay. one of the things that we• re --

7 actually we would lilte to have is just soae ~ta on 

8 this, whether you would lilte to -- 1f you would l.1Jte to 

9 have ua earn a little aora and are willing to taka a 

10 saall aaount of additional risk - we're not really 

11 talkinq about auch risk of loss of fund if we're going to 

12 two and three years. MY question would be -- I aaan, IIY 

IJ understanding is that this fund will be around for at • least that period of tiae. 

15 HR. CHAIRKAH: Well, one guiding principal has to be - and 

16 I'll vo ahead and say this -- froa the Board • s stanl!point 

11 is the contract in which we've entered into with you 

18 which requires th.at you pay out on duand. Within that 

19 obviously it would be to all of our interest that we earn 

20 al.l the money we can earn within those conatra1Dta. 

21 HR. KING: Rivht. 

22 HR. CHAIRMAN : But the contract that the Board baa with 

2l Tazewell National Bank is the guiding principal for all 

24 this. we couldn • t take action bare until we were to 

25 iaaue a new RFP that would chanve the paraaatara of that 

• 
ao 



• 

• 

• 

contract. 

2 HR. laNG: That is the o.ne advanta;e of this fund. 100 

3 percent of the money can be paid out in one days notice 

• without any loss of pr1Dc.ipal. That's been our ;uidiD; 

5 principal . 

6 HR. BARRIS: I do have a couple of quutiona, Mr. Kin;. The 

7 one percent, is it annually or 18 that aont!ay? I know 

8 you said one percent. 

9 HR. KING: That's annual.ly. And, of course, that would be 

10 divided by twelve. 

11 HR. BARRIS: I don't have the contract in front of ae, but 1f 

12 we earn 1110ney on th.e IIODey that • s there who ;etll that 

13 money that • s earned? I know you all collect a fee and 

15 

there • s a certaiD a~~ount of aoney, of course, that has to 

aside to pay out. 

16 HR. KING : The system allocates that to the various unita and 

11 the eventual payees wUl share in that. 

18 HR. HARRIS : Will there ever be a tille that your fees Will 

19 exceed what we're ;ettin; out -- I'a lookin; at tb1a 2.9 

20 percent. Will there ever a tillle when the fees wUl 

21 exceed the interest? 

22 HR . KING: No. 

23 HR. McGLOTHLIN: 'l'here • s a possibility of that. 

24 HR . laNG: I thinlt it is extreaely reaote. I don't think --

25 as a matter of fact, that's why we -- the fund at the 



• 

• 

• 

2 

3 

5 

6 

7 

8 

9 

10 

11 
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HR. 

HR. 

beginning took a wbile to build up and tbese aarket value 

fees were soaetbing like S10 or S20 tbe first fee .oaths . 

we waited until tbere were aufficient funds to collect 

any fees so tbat we weren • t taking aore thaD tbe inter­

est . 

MASON : Refreab ay auory about tbe contract. Tbere ' s a 

SlO transaction fee. I a the one percent a IIAD498JI8Dt 

fee? 

KING : Right. Yea. 

MASON : The bench aarket governaent select fund, is that a 

fund of your banltin; group or is it an outside fund? 

12 HR. I!CDIG: No . That's an outside fund tbat •s actually managed 

13 by the Northern TrUst COapany in c::hJ.ca9Q • 

•• HR. MASON: Do they charge a aanage~~ent fee Within the context 

IS of that fund? 

16 HR . JaHG: They would charge. In other words, there's no load 

11 qoin; 1n or out of tbe fund but there would be a II&Daqe-

18 aent fee . That 2 . 9 would be net. 

19 HR. MASON: I understand tbat. so we're paying both tho and 

20 you a IIUUlaliJellleDt f ee for the sue aoney? 

21 HR. JaHG: That ' s true . 

22 HR. MASON: And a sWIIIIation of all t!Us really comes dOVD to 

23 is tbat we have deposited thi s BUll of aoney into this 

2• escrow account and the people wbo bave an interest in 

~ this have Sl , OOO leas tban they started witb? 

a a 



• ' HR. nHOt No . lxplain to ae your fivures there. 

2 KJl . MASON : Wall , you take the fact that you've earned U,706 

3 and you•va taken out a7,126 it appears to ae that you 

4 bava u ,ooo le .. than you started ldth. 

s HR. lalfO: okay. That 3 , 706 interest fivura wu through .rune 

6 30th. Tba interen since that date - the di.fference -

1 let's sea . 3,~00 or aoae thiDQ. But the difference since 

11 that date bas covered the 7 ,ooo. I'd say to date today 

9 we ' re probably at about a break even on the intereJJt. 

10 We're at a point now where the aonthly interest 1s 

11 substantially Qreater than the aonthly feu. 

12 KJl . MASON : You're tellinQ ae that fraa this report I can't 

13 really tell? • 14 HR. laNG: To dat e, no . Like I said, aost of our figures for 

15 this aeatinQ were throu;b JUDe 30th. I'd be happy to --

16 HR . MASON: I understand. I just W1Ult to mow what to date is 

11 tbe net effect of whether we ' ve aade aore than we started 

18 wi th or whether we have leas than we started ldth and 

10 you're tellinQ ae that I c:an•t te11 th.at fraa th~a 

20 report . 

21 HR . ICIHG: Tbat •a ri;ht. I'll ba happy to ;et that fiqare for 

22 you, tbou;b . 

23 HR . MASON : Thank you . 

24 HR . CHAIRMAN : Any other questions? 

2S HR. McGLOTHLIN : The current balance -- seventeen unita to ae 

• 
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have ;ot this whole thiDo all screwed up. 1 can't tell 

what you've done here . 1 think you need to 90 back and 

present ua with a anDUal report u of June 30th, 1993. 

• You have current y1.elda . You have current - what you've 

5 taken out aa of date. That's doesn't tell ua what we 

G did lut year . I'a really disappointed in what you're 

1 preaentin; hero today, Hr. Kino . 

a HR. KING: What would you like to see, the actual transaction 

9 report in total? 

10 HR. McGLO'l'BLIN: I want to see soaethinq that we can tell 

11 what's qoin; on here . You've qot a current balance of 

12 399. Take those seventeen units out -- those veren • t 

13 ours . we don • t need that 504 up there u the -- the 

1• su.mary of it because that money didn't belonq to us . 

15 HR. laNG : Riqht. 

16 HR. McGLO'l'HLIN: or didn't belonv to the people . 

11 HR . CHAXIUQN : couldn • t you, in fact, u of the end of 

18 September when you were to report back, say, at the 

19 October aeetino -- would you have enou;h ti.llle by that 

~ date to qive a september 30th report that could reflect 

21 -- that would show the chanqe in the interest earned and 

22 those kind of thiDos because, u you said early on, the 

23 fees were accruin; but the interest -- the uount in 

24 accounts were so low that that wu drivino that fiqure 

25 ne;ative.ly , but now that the interest is driviDo up that 
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has chan;ed. 

2 HR. KING: Ri;ht. The aana;eaent fee will always stay pretty 

3 IIUch in proportion. The $10 really wasn't at the 

" be;inDin;. I think that • a the problem, say, for the 

5 first six or ei;ht aontha. 

6 HR. MASON: I ai;ht su;;eat for purposes, I think, of giving 

1 us a feel for that about what point d1d the funds start 

8 to aatch out on coat and expense? Do you have any 1dea? 

9 HR. laNG: No. I really don't. 

10 HR. MASON: I was thinking for instance 1f you wanted to do 

11 two 8llllllar1ea, li.ke one for JUDe 30th which would show 

12 incoae and cost to that point and then another one 

13 

, .. 
perhaps for July, Auvust -- whatever. It would 9ive us a 

better elUUiple of what it looks like once it's gotten up 

15 to where the two tha;a aay match each other. 

16 MR. KING: Whatever would be what you all would want. I' l.l be 

11 happy to ;at it. As I say, I can run the report -- what 

18 we're doin; now, currently we're sending to the staff a 

10 transaction report that • s showing everything each month 

20 on the overall account. From that I can run soaething 

21 throu;h both June 30th and through September 30th, say, 

22 and then SUIDIDarize that and show both. Nettin; out, in 

23 other words, you want to net out the aoney that was 

24 returned and not even show that tbrou;h JUDe. 

25 HR. McGLOTHLIN : As I recall the contract we entered into with 
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Tazewell National Bank was that we were to vet quarterly 

2 reports. I think we need to do that. 

3 HR. MASON: He said be sends the staff a monthly report. 

4 HR. HcGLO"rriLIN: I think that Pr811liere ouvht to be here 

5 quarterly until we vet thinvs straivhtened out on bow we 

6 want tbu to present this report to us. I think it llivht 

7 be helpful for both . 

8 HR. taNG: That's fine. We'd be happy to come as often as 

9 necessary because we're -- it is a unique account and one 

10 that -- we want to provide exactly what you want. 'The 

11 beat possible service and we • re w1llinv to do whatever it 

12 takes . 

13 HR. CHAI:RHM: To Hr. JU.nv• a defense, we have not until this 

14 point asked thu to appear and we feel l.ike the funds are 

15 now at a point that the Board need to start seeinv that. 

16 Early on the accounts were low and just started and I 

11 th.ink probably some of your months by months would show 

18 that . You mivht want to pick out and the Board would be 

19 interested in some selected reports that went back to 

20 just a monthly report that would show some of the actual 

21 earninvs versus deposits and those kind of thinva. JUst 

~ pick out a few monthly reports that you received. 

2J HR. taNG: All rivbt . 

24 HR. CHAIRMAN: And just put it in there. Is it okay to do 

~ that at random, three or four of them? 



• I HR. laNG: sure. 

2 HR. alAI lUCAN: so we can see bow that • s rwmi.Dq. 

3 HR. McGLOTHLIN: we bad a quarterly report after we 1DiU&ted 

4 the account and I expected that account to loose aoney 

s because of the transaction feu and the uount of aoney 

6 ;oinq in. But it's just - I'a at a loss here because 

7 you've qot ae a suaaary as of 6/30 and then you've qot ae 

a a current one and then you say you bad to 8\lbtract thu 

9 aaount. I understand the aaount beinq 8\lbtracted but I 

10 don • t thillJt we need to see that. we need to see llhat was 

" the balance as of 6/30 and then -

12 HR. KING: Not includi.Dq the funds that were returned. 

13 HR. KcGI.OTHLIN: Ri;bt. And bow aucb we took 1D or you took • 14 1D o.n interest or venerated interest on that, wbat you 

15 fees were that we paid out were, and then we kind of have 

16 an idea of what we're doin;. 

11 HR. OIAIJUCAN: Will you be able to coae back for the october 

18 aeetin;? 

10 HR. laNG: What is the date? 

20 HR . CHAIRMAN : What is the date is that, TOll. It's the third 

21 TUesday. I know that. 

22 HR. EVANS: In your allocation report -- your status sUIIIIary, 

23 active 70. I qot that nUIIber. 'l'erainated 13. What was 

24 terminated? 

25 HR. laNG: Those were the -- actually what we did was cateqor-

• 
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ize the accounts that were returned. I noticed I have 

2 sevuteu. I believe that's auppose to be tbirteeu. 

3 MR. IWUfS: 'l'ba.Dk you. 

• MR. nHG : Th1rteu was tbe -- the aoney ... tbere at .nme 
5 30th we put that cluaification on tbu u teraiDated. 

6 KJl. INAHS : 'l'ba.Dk you. 

7 KJl. rut.MBR: october 19th. 

e KJl . CHAIJtHAN: october 19th is our next aeetJ.Dg. 

11 MR. KIJIG: Yes. I can. I'll verify that. I'a going out of 

10 town to a conference that starta tbe next day. I think 

11 that will work fine on tbe 19th. Let ae jnat reiterate 

12 

13 

1. 

15 

bere . I •a going to prepare a report u of .nme 30tb and 

sept.eJiber 30th where I '11 ahow receipt.. interest earned. 

'l'bere won • t be any diCuraeaenta. It ~ be n.et of 

tboae fees paid. And then I '11 also pick out soae 

16 selected aonth ends. say. lut October and Deceaber jnst 

11 to abow what the balance wu. bow tbey grew froa ti.ae to 

18 tille. 

19 MR. HARRIS : We received ill our aail-out an allocation report. 

20 Do we answer tbis monthly? I aean. not aonthly but for 

21 eacb of the -- I was just kind of surprised as I read 

22 throuqb it and I thouqbt tbis really cUdn' t qive ae a lot 

23 of information except aaybe a few specifics about -

24 MR. CHAIRMAR : No. I think they a~ly aubaitted it to show 

2.5 tbe type of account -- you aay want to address tbia • 

a a 
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1 HR. HARRIS: Hy question ia concern for uae of paper and x•a 

2 wondering if ve need -- vhen I got this and started 

3 flipping through it I thought this 18 not --

4 HR. CHAIRMAN : Tboy vera just shoving us hov they vera 

5 manag~ng the accounts. 

o HR. lUNG : we are going to submit that report to the staff 

7 

8 

9 

10 

II 

12 

13 

14 

15 

IG 

17 

18 

19 

20 

sui-annually as of the end of June and the end of the 

year . I think probably at this time it 1 a a good idea you 

see bov vbat the bookkeeping systu is for the alloca­

tion . Probably the important thing and vhat you're 

telling me is the big picture and that 1 s the report that 

nov goes monthly. Actually vben ve started out that 

report vas going quarterly to Toa and ve decided that it 

would be better for that to be monthly and then thia ana 

semi-annually. Tbis one -- really the only t.portant 

time for thi s report vhen ve • re distributing. What thia 

really does is allocate the receipts coming 1n to the 

various units and then the interest the same vay so that 

vben ti.lle comes to pay out the funds we'll have every­

body' 8 balance. 

21 HR . HARRIS : It • 8 very useful . I just vas a little concerned 

22 that if ve got this every aonth or every quarter that --

23 HR . KING: IU.lling a lot of trees, yes. 

24 HR . CHAIRMAN: other questions? Thank you, Mr. IUDg. 

25 HR . laNG: Thank you . I 1 11 see you 1n October • 
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1 HR. CHAllU(AN : We'll take a five aiD.ute break and then we'll 

2 

3 

4 

5 

6 

7 

8 

9 

10 

" 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

call our first itea on the aoenda which will be VirgiD.ia 

cas coapany• a docket nWiber. 

(AF'nR A BRI.JF RBCBSS, TBB HII'RTlfG WHT1HUBD AS FOLLOWS:) 
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3 HR. CHAIIIKAN : The next ito on today' s aqeuda is a petition 

4 from Virq1Dia Gas company for modification of a ta.porary 

5 order for testinq of the Price and Little Valley foraa-

6 tiona previously issued by tbe Board and mod1£1ed to 

7 include an additional 40 units. This is docket IWIIber 

8 VGOB-93/09/21-0404. We'd ask the parties that wish to 

9 address the Board 1D this matter to c:oae forward at tb1s 

10 time. 

11 HR. EtiWAJmS: Good morninq, Mr. Chairman and meabera of tbe 

12 

13 

14 

Board. Hy name is Michael L. Edwards. J:'a president of 

the VirVinia Gas coapany. I've previously testified 

before th.e Gas and Oil Board and would request to be 

15 accepted as an expert witness. 

16 HR. CHAIRMAN: Anyone else wish1Dq to address the Board 1D 

11 this matter? The record will show there are none. You 

18 may proceed. Do you want to be sworn 1D and provide 

19 testimony? 

20 HR. BDWARDS : Is that tbe --

21 HR. CHIURHAN: I think so. 

22 COURT REPORTBR: (hears witness.) 

23 HR . BDWARDS: Hr. Chairman, as we continue with our proqram of 

24 testinq the Early Grove Field for its suitability for 

~ conversion to underground qas stora;e we would like to 

31 
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12 

request to have four additional units 1ncluded within the 

provialona of the test1ng order. 'l'bue four UJlita 

produce primarily froa the Little Valley for.ation. so 

this represents the addition of a second produc1ng 

formation to the testing. Notice baa been given to all 

the landowners in the field and publication wu dane with 

the Briatol Herald courier and lut week we provided 

affidavits to the I.IUipector• s office of the proof of 

notice and publication. I didn • t have a aajor uount of 

additional prepared testiaony. I'd be aore than happy to 

entertaln questions froa the aeabera of the Board and 

staff . 

13 HR. HARRIS: Hr. Bdwarda, bow does this test1nq work? 

Actually what's 1nvolved when you do testing? 

15 MR. BDVARDS: 'l'bere• s a number of things that have to be 

16 

H 

18 

19 

20 

21 

22 

23 

2~ 

25 

determined when you're tutinq a reservoir for its 

suitability to conversion to qas storage. one of the 

11ost important parueters is to 1naure that there is, in 

fact, a sealed reservoir here and that gas injected into 

the unde.rground strata aren • t qoing to escape into other 

formations . soae of the other critical eleaenta are the 

rate at which the different reservoirs Mill accept gu, 

the rate at which qas can be withdrawn froa the reserv­

oir . And that data is helpful in trying to deteratne the 

effective size of the reservoir. It's difficult to aake 



• a direct deterainetion of the reservoir size end you have 

2 to use buically iruUrect aethoda to incur that. 

3 HR. HARRIS: Let ae ask you this way. Are th .. e previoualy 

4 drilled wells? 

5 HR. BlnfARDS: Yea, air. 

a HR. HARRIS: Tbeae are wells that have been depleted or sti.ll 

1 producing or what? 

a HR. ZDVAJlDS : They're still producing. Ve estiaate that the 

9 field 1.8 probably about 75 to 80 percent depleted. 

10 HR. HARRIS: so what we're doing is putting the va.s back in 

11 and storing it? 

12 HR. BDVARDS: Tbat • a correct. 

13 HR. HARRIS: I know there was referenc.e to - ob, I've • 14 forvotten the tera1.nolo97. Native va.s as opposed to a 

15 gas that you all are putting in. 

16 HR. BlnfARDS: Yea, air. Tbe noaenclature that we're uaing 

17 hare is to deaivnate the oaa that was ori91Dally present 

111 in the reservoir as native oaa and that's also -- and the 

19 oaa that we • re injecting into the reservoir. Ve try to 

20 differentiate between those two classes of oaa. 

21 HR. HARRIS: I have one other question. '1'h1s is probably 

22 atupid, but why do we need to do thi.s? Why do we need to 

23 store it undervround that way? 

2~ HR. BDVARDS: Tbere' s a nUIIber of reasons why undarvround vas 

25 storaoe is valuable. Tbe aost iaportant is to be able to 

• 
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• aeet peak day demand for vu . Looki.Dq at the Ubi ted 

2 states as a whole, for axaaple, peak day deaand for vu 

3 and the coldest day 1n tbe winter is approxt•ately 

• double tbe productive capacity of all tbe vu wa1la 1D 

5 tbe country. so to aeet that deaand you either have to 

6 drill twice as many we.lls as you need to meet tbe averave 

1 duand and then to leave tbea idle tbrouvbout aost of tbe 

8 year or to store tba vas close to tbe market areas cluriDV 

9 low duand periods and then to release it 1D hiqh dn•nd 

10 periods. 

11 HR . BARRIS: so this is like a known quantity that you're 

12 storinv - pretty IIIUch known quantity. Xt a ekes sense to 

13 do it that way . • ,. HR. !DVARDS: Yes. Gas has been stored 1D this fashion 1D tbe 

IS 11D1 ted States since about 1915. 'l'bere• s several hundred 

16 stora9e reservoirs of this type 1D other states. '1'b.1s 

11 would be tbe first of this type 1D tbe comaomrealtb of 

18 Vir91Dia. 'l'bere are llteral.ly hundreds of tbea 1n other 

19 states 1D tbe country. 

20 HR. BARRIS: How are royalties paid on tbat , when it's taken 

21 out of tbe first we11 or when it's taken out of the 

~ second well or out of tbe storaqe well? At what time are 

~ royalties paid? 

24 HR. BDWARDS : Typically tbe -- well, let ae back qp . 'fbe 

25 provision that we've proposed in the oriqinal testing 

• 
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• 
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order was that an engineering utillate would be JUde of 

the reaa1D.1ng gas reserves in each well and that during 

the period while we•re testing the field for conversion 

of storage that royalties would be paid on the basis of 

the est.imated reaaining production. once the field 1a 

converted to storage there would be no payaent of 

royalties and at that point a paJIIent would be in the 

fona of a stora;e rental paJIIent of a certain nllllber of 

dollars per acre per year. 

10 MR. BARR.IS : But as far as the gas itself, though, because 

11 you're taldn9 it out of one well and putting it in 

12 another basically. That • s what you're doing, right? 

13 MR. EDWARDS : No. Actually what we're doing is we're bringing 

14 it in fro• pipel.i.ne and putting it into the field. We're 

IS not movin; it froJI one well in the field to another well. 

16 It • s co.tng from a third party source. 

11 MR . HARRIS : okay . I didn't understand that . 

18 MR. CHAIRMAN: Have your tests to date indicated that you have 

19 a viable field here? 

20 HR . EDWARDS: The results so far are certainly encouraging. 

21 I'm certain that significant additional work still 

22 remains to be done to detenine the viability of the 

~ project as a whole, but we've been very encouraged by 

24 what we've seen so far. 

25 MR . MASON : Mr. Bdwards , in your earlier testimony with regard 
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to the proposal in this field I aaaiDie that you are 

proposing that all the earlier -- aoae of the safety safe 

~. tasting procedures, other engineering inforaation 

that you presented end bow you tfOU.ld go about doing that 

o10uld also apply to these walla, ia that correct? 

6 MR. EDWARDS : Yea, air. '1'bat ia correct . 

7 MR. c:HAIRHAH: This field configuration that you have u 

a Bxbibit B where you've highlighted the additional wells 

9 that you are requuting froa the Board the authorizaUon 

10 to test, when you look at the field configuration it goea 

11 it doaan' t have a north arrow hare. BUt thaae 

12 additional walla that are being tuted do not go to the 

13 end of the field so to speak. Would you expect the need 

14 to teat EH-99 , for exuple, or any of those others at 

IS soae future date? 

16 MR. EDWARDS : Yea, sir. And, in fact, we have applied for the 

11 October bearing to extend the testing order to all the 

18 units in the entire field. I would th.iDk that that will 

19 be -- so in aDSNer to your question, yea. I think we 

20 will eventually perfon some kiDd of work an just about 

21 all the wells in the field. 

22 HR. McGLOTHLIN: Hr. Bcbrarda, are all the wells in the Barly 

~ Grove Field shown on Bxbibit B? Are there other wells 

2-' north or south of 

2S HR. EDWARDS : There are several dry bolas that were drilled in 

sa 
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the 1980s in the left band aide of the field. 'fbere are 

also .. veral of the old wells that were drUJ.ed 1D the 

3 1930s that are in the central portion of the field that 

• are not shown on thia exb.ihit. I believe that they were 

5 all noted in the original application that we aade last 

8 year. 

1 HR. HcGLO'l'HI.IH: I know last aonth we approved BB-96 because 

8 you felt you were gettiDg a bleed fraa one of the other 

9 units. Do you see that 1D 10491 or 95? 

10 HR. EDVARDS: We have not seen any evidence of that at this 

11 tiae. 

12 HR. CHAI"RHAR: Any other questions, aeabers of the Board? 

13 HR . KELLY : I'• just curious. Are you still puapiog 1Dto the 

1• original wells that are beiDa tested? 

15 HR. EDWJUmS: Yes. That • s correct . 

16 HR. DLLY: The pressure is up to what poiDt now? 

11 HR. EDWJUms: We haven • t been able to get a ahut-iD pressure. 

18 We've been injecting pretty much continually. so the 

19 only pressure that we're able to measure is the Qowi.Dg 

20 tubing or casing pressure. 

21 HR. KBLLY: So you've been doing that now for roughly five 

22 months? 

23 HR. BDWARDS: Yeah. Since June lat. 

24 HR . KBLLY: I thought you were approved originally 1D April. 

~ Do you think another two months is going to ba adequate 
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to test these additional wells bare? Are you going -

2 HJl . JUniAIU)S : 'l'bat•a wbat wa•ve applied for in t.hi.a appUca-

3 tion. I would anticipate tbat tbe total requireaent for 

4 detaraininG the couerciaUty of the fie.ld u a wbole 

s wUl be soaething like two yaara . 

6 HJl. DLLY: So you're going to be looking aaytle for aoae 

7 additional extensiona 

8 HJl. BDVARDS : Yes. 'l'bat • a correct. 

11 HJl . DLLY: -- or ju.t as you see what your neada are u you 

10 go along? 

11 HJl. BD1lARD8: Yeab. We plan to begin test withdrawal.& on 

12 NovUibar lat. so the only thing tbat wa•re asking for 

13 for these units at tbis ti.ae is for injection up through 

october 30tb. But in our application that w1J.1 be be.fore 

15 the Board in October we are requesting that it be applied 

15 to the entire field and that the testing period be 

17 extended to twenty-four aontba which I would anticipate 

18 will be sufficient to fully evaluate the entire field. 

19 HR . CHAIRMAN: Other tban the additional wells are you 

20 requestin9 any different relief than eld.sts in the 

21 orivinal order? 

22 HR. EDWARDS : No, sir, not at this tiae. 

23 HR. McGLOTHLIN: one other question as a point of interest. I 

2' know you • re placing vas in the field rivht now. Row do 

2:5 you anticipate paytng the royalty when you start drawing 
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• froa the field? 

2 HR. IDWARDS : we prepared decline curve bued engineering 

3 projections of what the walla would produce in the 

4 reaainder of their econoaic li.fe and we'll pay royalties 

5 baaed on those projected production rates t1aea the theD 

o going aarket price for the gas. 

1 HR. HASON: Jut to clarify a point here, Hr. Bdwa.rds, ian't 

8 it true that in a situation lJ.ke th1a that in order to do 

9 this storage area you have to have gas storage avreeaents 

10 with all the leased land just as if you were doing -- you 

11 bave an oil and gas lease that either contains storage 

12 provisions or you go back in and get an additional 

13 storage agreeaant with thea which provides for a payaent • of a fee per aonth generally, I think, to people tdlo have 

15 theu foraations or thtd.r lease areas being used as 

10 storage. 

17 HR . SOWARDS : Yes. 

18 HR. MASON: ADd wbat you're talking about 1a in case tdlere 

19 there • s native production as well as storage withdrawal 

20 you ' re engineering people aake an al.location based on 

21 estiaated reaaining reserves and when you take X nuaber 

22 of feet out of a well than you pay so 1111cb royalty baaed 

~ on wbat percentage of that's considered to be native gas 

24 an.d then on the balance you just pay the storage fee 

25 baaed on your contract , isn't that correct? 
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3 KR . CHA1RHAN1 The next ita on our agenda ia a petition fro8 

4 lquitable R .. ourcn Bxploration for force pooling a 

5 clrUliDV unit V-2714. Tbia 1a doc:.ket naber VGOB-

e !J3/0!ii/21-040!il. We'd uk the partiea that ..Uh to addraaa 

1 tha Board 1D thia utter to coae forward at tb.1a tiae. 

e HR. KAISJR: JiJI laile r and Doug JU.aer of the law f~ of 

9 llUDter, &aith and Davia appearing on behalf of Equitable 

10 Resourc... our witne .. ea in tb.1a •attar ttm be Hr. 

11 DeDDia Baker and Hr. Bob Dahl.in. 

12 KR. CHAIRMAN : For the record, are there any othera that W1.ah 

13 to address the Board 1D tb.1a utter? Tbe record ttm 

14 abow there are none . You uy proceed. 

15 KR. DISJR: Hr. Beker w1ll be our firat witneaa. If they 

16 both could be avom at the sue tiae . 

17 COURT RBPORTBR : ( &weare witneaaea . ) 

18 

19 

20 DBNRIS BADR 

21 a witness who , after bavinv been duly avom , was exawtned and 

~ t estified as follows : 

23 

24 

25 



• 

• 

• 

DIRBC'l' BXANIHA'I'IOH 

2 

3 BY HR. KAISIR : 

• Q • 

5 A. 

6 

7 Q. 

8 

9 A. 

10 Q. 

11 

12 

13 A. 

Mr. Balter , vbo are you eaployed by IUld 1D what capacity? 

lquitable aeaourcee Exploration. I • • aployed aa a 

leaainv supervisor . 

And do your reaponaibilitiea include the land involved 

here IUld in the aurroundinv area? 

Yea . That ' s correct. 

ADd you have testified on these matters before the Board 

on many different occaaiou and have been accepted aa an 

expert witness? 

Yea. 

14 HR. KAISBR: Mr. Chairllan, we •ove that Mr. Baker be accepted 

IS aa an expert witness in t.hi.s •attar. 

16 HR . CHAIRMAN : He' a accepted. Go ahead. 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

Q. 

A. 

Q. 

A. 

(Mr . Kaiser continues . ) Are you fu.Uiar with Equit­

able's application for the eatabliahllent of dr1111ng 

units IUld poolinv order for BRBX well V-2914 dated Auvust 

20th, 1993? 

Yes, I u . 

Has BRBX applied for a perait and is a permit nov pending 

before the DKKI? 

Yea . The perait bas been applied for dated septellber 

14th, 1993. 



• 1 Q. 

2 

3 

4 A. 

5 Q. 

6 

7 A. 

8 Q. 

9 

10 

11 A. 

12 Q. 

13 A. • 14 

1!i 

16 Q. 

17 

18 A. 

19 Q. 

20 A. 

21 

22 

23 Q. 

24 A. 

25 Q. 

• 

Is Equitable saeltinv to force pool the drilluv righta 

underlying the drillinG and spacing unit as depicted at 

Exhibit A of the application? 

Tu. 

Does Equitable own drilling rights in units involved 

here? 

Tea, we do. 

Does the proposed unit depicted at Bxbibit A include a1l 

acreage withU 2,640 feet - a 1,320 radius of proposed 

well V-2714? 

Tea. That's correct. 

What is the interest of Equitable in th.e unit? 

At the t1Jie of application we had 92.60 percent interest 

leased. At this t1Jie we have presently 94.12 percent of 

the unit leased. 

Are you faailler with the cnmarahip of drilliDa rlvhta of 

parties other than Equitable underlYinG this unit? 

Tea , I aa. 

And what is that interest? 

The unleased interest at the tiJI.e of llPPlication was 7 . 40 

percent. At this t1Jie we currently have 5.88 percent 

leased. 

Are all unleased parties set out at aaauded Blehibi.t B? 

Yes . 

Prior to fllinv the "''Plication were efforts aade to 
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3 

.. 
5 

6 

7 

a 

9 

10 

11 

12 

A • 

Q. 

A. 

Q. 

A. 

contact each of th.e respondents and an atteQt aade to 

work out an aqreuent reGardiDG the davelopaent of the 

units 1Dvolved7 

Yu, they ware. 

subaequant to the filinG of the application have you 

contiDued to atta.pt to reach an aqreuent with the 

respondents listed at Bxhibit 87 

Yea, we have . 

And as a result of these efforts have you ac:qulled other 

leaae.a froa any of these respondents and are these leases 

reflected on revised BXbibit 87 

Yea, they are. 

13 HR. CIIAilUQR: Wbil.e be's bandiDG that out would you describe 

your efforts to reach a lease with the other parties? 

ts THI WITRBSS : We have talked with the individuals that we've 

t6 been able to contact regarding obtaining a voluntary oil. 

11 an.d Gas lease -- trying to negotiate teras and create the 

t6 price. Basically just trying to explain to thea what we 

19 have done and what we're tryinG to do. At this point 

20 moat of them have refused leasinG for various reasons. 

21 some of tbe.a want to sell their property or their 

22 iDtereat or they're just not iDterested in leasinG. Most 

23 of thea have a very saall interest in the property, but 

2.a we do try to contact everyone. 

25 MR. CBAilUUUI: Have you been unable to locate or contact any 
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• 

of thea? 

2 'l'llB VITHBSS : There are a few individuals that we have been 

3 unable to locate through talktng, of course, with faaily 

• aeabera and trying to locate thea through the publlc 

5 recorda at the courthouse and tax accea.aora • a recorda. 

e We have not bean able to find anyone that can give u.a any 

1 leads that would be able for us to locate thea. 

e HR. aiAIRHAN : You aay go ahead. 

9 HR. KAISER: Mr. Cbairaan, let ae point out that everyone baa 

to received proper notice . We do have the returns - the 

n green cards froa everyone in the unit. 

t2 HR . auuRHAN: I was aiQly exploring the efforts you aade to 

t3 

I . 

15 

16 

17 

18 

19 

20 

21 

22 

ZJ 

24 

25 

Q. 

A. 

Q. 

obtain a lease along those linea. 'l'hank you. 

(Mr . Kaiser continues . ) Mr. Baker, would you 11st the 

reflected changes on revised Bxhihit B, please? 

Yes . on Page 2 of the revised lxhibit B below tract 

eleven, Charles and Phyl.lla Upperaan are currently leased 

to BRBX . one Pave 7 of the exhibit, tract 29 , the 

following people are now leased with ERn; Billy Ray 

Ringley and Gaye Nell Ringley, Hc:Aurther Ringley and 

Brenda s . Ringley, Ricky L. Ringley and Janet s . Ringley, 

Timothy J. Roop and Paul H. Roop, Charlotte Arrington and 

Josephus Arrington, Shirley H. Parker. That's all of the 

individuals that we have at this time . 

Vera any efforts llllde to deteraine if the individual 
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10 

11 

12 

13 • 14 

IS 

16 

17 

16 

19 

20 

21 

22 

ZJ 

24 

2S 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

reapondenta were living or deceuecl or their whereabouts, 

and if deceued were efforts .ade to det~e the auea 

6Dd aclclreaaea and whereabouts of the succaaaora to any 

deceued individual respondent? 

Yea, there ware . 

Vera reaao.nable and diligent efforts aade and sourc:u 

checked to identify and locate theae unknown heirB to 

include prillary aources auch u deed reco~. probate 

recorda ,· aaaaaaors reco~, treaeurers records, and 

aecondary sources such as telephone cU.ractories, city 

directories, faaily and friends? 

Yes. That's correct . 

In your professional opinion waa du.e diligence exercised 

to locate each of the respondents lliiJied hare1D? 

Yea . 

With the exception of those parties which you are hereby 

disllissin; fro• this proceedin; are you requeat:in; that 

the Board force pool all other unleased interests lUted 

at Exhibit B? 

Yea . 

Does Equitable aeelt to force pool clrillin; rt;hts of each 

individual respondent if liviD; and if deceased th.e 

unknown succeaaor or successors to any deceased individ­

ual respondent? 

Yea . That's correct. 
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3 

" 
5 

6 

1 

8 

9 

10 

, 
12 

13 • I C 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.1 

25 

• 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Is Equitable seeking to force pool drilling rights of the 

person designated as trustee if acting in capacity of 

trustee , and if not acting in such capacity ia Bquitable 

seeking to force pool the drilling rights of the success­

or of aucb trustee? 

Yea. 

Are you fuiliar with the fair aarket value of drilling 

rigbta in the uni.ts bare and in the surrounding area? 

Yea, I u . 

Would you advise th.e Board as to what those are? 

Yea . 15 per acre consideration, a five year tena, and a 

one-eighth royalty. 

Did you gain your fuiliari ty by ac:qu1.ring oil and gas 

leases and other agreeaents involving the trana£er of 

drilling rights in uni.ts involved here and in the 

surrounding area? 

That ' s correct. 

In your opinion do the teras you have testified to 

represent the fair market value of and a fair and 

reasonable ca.penaation to be paid for drilling rights 

within this unit? 

Yea. 

Baaed on this and as to respondents who have not volun­

tarily agreed to pool do you recommend that the respond­

ents listed on amended BXhibit B who remain unleased be 

., 
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8 

9 

10 

II 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2.5 

• 

A. 

Q. 

A. 

allowed the followinq options with respect to their 

ownership interests within the Wlit: 1; Participation. 

2; A cash bonus of U per net mineral. acre plus a one­

eiohth of eiobt-eiohtbs royalty. 3; In Ueu of cash 

bonus and one-eiohtb of eioht-eiohths royalty, share in 

the operation of the well on a carried basis as a carried 

operator under the followinq conditions: Sucb carried 

operator shall be entitled to the share of production 

from the tracts pooled accruinq to hi.a interest excl.uai.ve 

of any royalty or overridinq royalty deserved 1D any 

leases , aaaiqnaenta thereof or aqreementa rel.atinq 

thereto of such tracts but only after the proceeds 

allocable to his share equal. A; 300 percent of the share 

of such coat allocable to the interest of the carried 

operator of a leased tract or portion thereof. or B; 200 

percent of the share of aucb coat allocable to the 

interest of the carried operator of an unleased tract or 

portion thereof? 

Yea . That's correct . 

Do you reco1111end that the order provide that the el.ect­

iona by respondents be in writ1D9 and sent to the 

applicant at Equitable Resources Exploration, P.o. Box 

1983, ~iniJ&port , Tennessee , 37662-1983, attention Dennis 

R. Balter , reCJUlatory? 

Yea. 
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6 

7 

8 
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10 
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16 

17 

18 

19 

21) 

21 

22 

23 

24 

25 

• 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A • 

sbould this be the aMra .. for all cOJDunications with 

applicant concemiDIJ the force pooliDIJ order? 

"''bat•s correct . 

Do you reco-8Dd the force pooliDIJ order provide that 1f 

no written election is properly aade by a respondent that 

aucb respoud8Dt should be deeaed to have elected to c:uh 

royalty option 1D lieu of participation? 

That is correct . 

should tbe UDle .. ed respondents be IJiven 30 days froa the 

date of the order to file written elections? 

Yes . 

If an UDl.eaaed respondent elects to participate should 

that r espond8Dt be IJiVen 45 daya to pay appllcant for 

respondent ' s proportionate share of ve1l costs? 

"''bat •s correct . 

Does the applicant expect a party electiDIJ to participate 

to pay in advance that party's share of ~eted well 

costs? 

Yes . 

Sbould tbe applicant be allowed 60 daya follcnriDIJ the 

recordation date of the order and thereafter annually on 

that date until production is achieved to pay or tender 

any caab bonus becolliDIJ due under the force pooliDIJ 

order? 

Yes . 
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• 

Q. 

A. 

Q. 

A. 

Q. 

Do you reco .. end the force pooling order provide that if 

a respondent elects to participate but fails to pay 

respondent' a proportionate ahara of well coata aatiafact­

ory to applicant for payment of well coat the reapond• 

ent•a election to participate ahould be treated u 

having bean withdrawn and void and aucb reapondant ahould 

be treated juat oa if no initial election bod been filed 

under the force pooling order? 

Tee. Tbot•a correct. 

Do you recouand the force pooling order provide th.at 

where a reapondent electa to participate but defa\llta in 

regard to the payment of well coat any cub aua becoaing 

payable to such respondent be paid within 60 days after 

the lut date on which such respondent could have paid or 

aade eatiafactory arranguente for the payment of well 

coat? 

Tea. 

Do you recoaaend the force pooling order p.rovide that if 

a respondent refuses to accept any payment due, including 

any payment due under said order or any pa711ent of 

royalty or caeb bonus or if said payment cannot be paid 

to o party for any reason or there 1a a title defect 1n 

tbe respondent' a interest that the operator create an 

eacrow account for the respondent's benefit until the 

aoney can be paid to tbe party or until the title defect 
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• is cured to the operator• a aatiJifaction? 

2 A. Yea. 

3 Q. Who should be named the operator under the force pooling 

4 order? 

s A. lquitable Resources Bxploration. 

o HR. KAISBR: I have no further queatiou for this vitnua, Hr. 

7 Chairaan . 

8 HR. CHAIRMAN: Any questions, aeabera of the Board? 

o Hll. MASON: I'd like to call your attention to Page 4 of the 

10 revised Bxhibit B. At the bottoa on the nllllber of trac:ta 

11 it skips froa 24 to 25, ADge~a Hu.lli.Ds? 

12 'l'HB WITH11SS: She baa an undivided 1Dterut iD tract 24. 

13 Hll . MASON : Did you talk to her? • 14 'I'H1I WITH11SS: Yea, air. Hot personally, but aha hu been 

15 contacted. 

16 HR. MASON: How waa abe contacted? 

17 THB WITNBSS : Through the mail and I believe we bad soaa 

18 individuals that contacted bar by telephone. 

19 HR. MASON: so they have ta1lted to her by te.lepb.ona? 

20 'l'HB WI'l'HESS: Yea, air. 

21 HR. KASCH : What I want to know is particularly what effort 

22 was made to laue froa bar? 

23 THB WITN11SS: she was approached and offered the sue teriiUI 

2.c under an oU and qu lease that the rest of the 1Dd1v1d-

2S uala were . 

• 
51 



• 

• 

• 

' MR. MASON: I underatand that, but bow? Wbat did you a&il to 

2 bar? 

3 THB WITNBSS: We bave a letter that we send to the individuals 

4 that states the teras that we're tryinliJ to laue the oil 

s and liJU riljJbts. we try to contact thea by telephone 1f 

6 they• re not local people to talk with thea paraonally to 

7 sea if they bave any concema or queationa and 1f they do 

e we try to answer those for thea. We just to date have 

9 not received any response froa ber one way or the other 

to u to wbether abe wants --

" MR. MASON: Do you know for a fact that soaeone tal.ked to ber 

12 on the pbone? 

tl TBB WITNBSS : Yea. We have &ljJanta that contact all o~ thea • 

t 4 MR. MASON: Do you lm.ow wbat bar reQ)Oil8e was? 

tS TID wrnmss : Apparently she' a not interested 1D leaa1D9 

16 because we haven't received one back yet. 

t7 MR. MASON: Did anyone personally 90 talk to bar? 

t8 THE wrnmss : No, not that I know of. I'a not faailiar with 

19 vbere Bowlin9 Green, VirljJin1a is. If it' a a local 

20 coammity, yes, we do try to contact all of thea 1D 

21 person. 

~ MR. MASON: But if it's not you don't? 

23 THB wrnmss : We do it by aaU or telephone. 

2.& MR . MASON: And you think that's due d1li9ence to ll8t a leaae? 

25 THB wrnmss : Yes , I do • 



• 1 KR. NASON : Thank you. 

2 KR. CHAIRHAH: Other questions, aeahars of the Board? 

3 KR. HeGLOTHLDf: I was just wonda.ring boW they - le;a1ly what 

4 their stantz was since she bas an undivided interest but 

5 yet they have Dennis Wayne Fl .... ing and his wife leased. 

& Legally bow are you going to approach that? 

1 THB WITH!&& : we are approaching the VGOB for the purpcue of 

s coapulsory pooling bar interest. 

9 KR. OIAIRHAH: On the attacbaent to Bxhibit A, going to tract 

10 18, LOla Wright. 

11 KR. KAISBR : The plat? 

12 KR. CHArRHAH: Tea. B.xbibit A. I'm going directly into the 

13 attacbaent to that identified as 7-A, tract 18-R • • 14 KR. IUUSER: The letter R? 

15 MR . CHAIRHAH : Yes. Lola Wright. It shows a dash tract 

16 acreage -- three dashes to be exact. If I loot over at 

11 the revised Exhibit B, tract 18, interest within the 

18 unit, should that correspond with that saae nlmbar per 

19 tract acreage? 2.046? 

20 THB WITNBSS: If you '11 notice on the attacbaant the percent 

21 of the unit for tract R or Lola wright is 2 . 046 percent. 

~ The Exhibit B only reflects the interest that the 

23 individuals have within the unit . The tract acreage 

24 she may, in fact, have a tract lar;ar then that . But 

25 what participation it is within the unit is the 2.046 
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percent. 

2 MR. OIAIRHAH: RiGht . What I'• tryiDq to dete%111De is what is 

can we detentine that? Is that left 3 bar tract acreaqe . 

~ out for any reason? 

s THB wrnmsa: I ' • not sure what purposes it was left out . I 

e can obtaiD that inforaation for you. 

7 MR . OIAIRHAH : I thinlt we need to have that just to llab sure 

II all the other nUIIbers work out okay. Other quest~on.a, 

a aeabers of the Board? 

10 (Witne .. stands aaide.) 

11 MR. OIAIRHAH : You aay proceed with your next witness. 

12 MR. DISBR: Mr . DabliD baa been sworn . 

13 

I~ 

15 a witness wbo, after baviDq been previously sworn, was 

16 exaai.ned and testified as follows : 

17 

18 

19 

DIRECT BDKI:NM'ION 

20 BY MR . XAISBR : 

21 Q . 

22 

23 A. 

24 Q . 

25 

Mr. Dahlin, you are eaployed by wb011 and 1D what capac­

ity? 

I'a employed by BRBX as an operations ape~alist. 

And you've teat~fied before the v~~a Gas and 011 

Board on nuaerous occasions and you're qualifications aa 
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2 A. 

an expert witness have been accepted by the Board? 

Tu, I have. 

3 HR . ltAIBBR: Mr. Cbairaan, we aove that Mr. Dahlin once again 

4 be accepted u an expert witaus. 

s HR. CIIAIJOOUf : AllY objection? Okay. Proceed. 

6 Q. 

7 

II A. 

9 Q. 

10 

II 

12 A. 

13 Q. 

14 

15 A. 

16 Q. 

17 A. 

18 

19 Q. 

20 

21 A. 

22 Q. 

23 

24 

25 

(Mr. llaiser continuu . ) Do your reB'J)CJUibilitiu include 

the lan.da involved here and in the surrounding area? 

'l'hey do. 

Are you faaillar with the proposed exploration and 

developent of the units involved here on th.e applicant's 

proposed plan of developaent? 

Tea, air, I aa . 

What is the total depth of the proposed iDJ.tial well 

under applicant • s plan of developaent? 

Approximately 6,125 feet. 

ADd that will include what foraationa? 

'l'he Devollian Sbell.s, Berea, Weir, Big Liae, Raven Cliff, 

MaX, (Inaudible.) and Lee Sanda. 

Will this be suffieient to penetrate and teat the CCiall04 

sources of supply in subject foraations? 

Yes, sir , it will. 

Is the applicant requestinG the force poolin'iJ of conven­

tional gas reserves not only to include the designated 

foraations but any other foraationa excluding coal 

formations which ••Y be between those foraationa design-
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• 2 A. 

3 Q. 

4 A. 

5 Q. 

6 A. 

7 

8 Q. 

9 

10 A. 

11 Q. 

12 

13 A. • 14 Q. 

15 

16 

17 A. 

18 Q. 

19 

20 

21 A. 

22 Q. 

23 A. 

N Q. 

25 A. 

• 

atad f~ the aurface to the total depth dril.le47 

Yea, air, we are. 

Will the initial well be at e legal location? 

It will be a legal location . 

Vbat are the eatiaated reserves of thu wnt? 

We anti cipate 750 ailllon cubic foot of gas to be 

aaaivued to the drilling wnt. 

Are you faailiar with the well costa for the proposed 

iDitial wnt well under appllcant•a plan of clevel~t? 

I aa. 

Haa an An been reviewed, signed and aw.itted to tbe 

Board? 

Ye a , air, it haa. 

waa the Al'B prepared by an en;iJleeri.ng depart:aent 

knowled;eable in the preparation of Al'B8 and knowledge­

able in re;ard to well coats in tb1JI area? 

Yea, air. 

Does this AFB represent a reasonable eatiaate of tbe well 

coat for proposed unit well under applicant • a plan of 

developaent? 

It does . 

Vbat i a tbe dry hole costa? 

Dry hole costa are S150 , 950 . 

And tbe completed well coat? 

1263, 250 . 
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1 Q. 

2 A. 

3 Q. 

4 

5 A. 

6 Q. 

7 

a 

9 A. 

Do these cost anticipate a aultiple ca.pletion? 

Yes, sir, it does. 

Does this AFB include a reasonable charve for supervis­

ion? 

Yea, air. 

In your profesaional opiJUon will the qranti.Dg of this 

application be in the beat interest of conaervation, 

prevention of waste and protection of correl.ative rights? 

Yea, it would. 

10 HR . DXSBR: I have no further queations of this witness, Hr. 

11 CbairJU.D. 

12 HR. CHAXRHAH: Questiona, aeJibers of the Board? 

13 HR . EVANS: Mr. Dabl1D, is the top of the lowest coal foraa-

14 tion above all the formations that you are requesting 

15 tb1s order for? 

10 THB wrnmss: There may be in the Lee section saae coal 

11 occurrences not typically - not predow1naut coal that we 

18 produce, for instance. But we intend not to stiaulate or 

19 produce from anything other than the conventional sources 

20 of gas which would only be the Lee formation. 

21 MR . EVANS : so there is a potential for coal measures to be 

22 located below the uppermost formation that you gave on 

23 your list there? 

2.s THB Wl:THBSS: I believe yes, it probably would 1n this 

25 situation. There is an occasional un-continuous depos1-
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2 

Uon of coal in the Lee section. We typiCallJ' don't 

produce it. It u luted in the ~t application. 

3 This application consists of the fact . 

4 MR . DLLY: This would be b•hfnd the surface pipe thoUGh, 

s correct? 

G THE WITNESS : Yes , it would. 'fbis section would be larger. 

7 Tbe Lee section would contain it but the coal protection 

a streu would be through all the coals . 

9 HR . a!AXRHAH: other question.? 

10 HR . Hc:GLO'l"HLDD : Hr. Dahlin, could J'OU refresh IIJ' aaory -

11 and I know we've gone over tiUs before - on the proced-

12 ure that IRD uses to contract the labor for frac:Jd.Dg and 

13 drilling purposes? 

14 '1'HI WITRBSS: ve have a precuraent done once per year where we 

15 secure bids froa all third parties . It's part of that 

16 process . 

11 HR . Hc:GLOTBLXH : So theJ' bid on a per well basis? 

18 THI WITRBSS : No. It's a service bid, a type of service where 

19 we try to describe for thea what we anti.cipate doing in 

20 the J'ear and we secure froa thea their bid to provide the 

21 preparations. 

22 HR . HcGLO'l'HLI:H : on a drilling uni.t, that would be bid on a 

23 per footac;re basis? 

24 THI WITRBSS : Vbat' s J'Our question again? 

25 HR. McGLOTHLIN: Would the drilling bid be on a per footac;re 
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basis? 

2 'l'HB wrrNJSS : Yea, air, it is. 

3 HR. McGLOTHLIN: And the frackiDG on a per wel.l basia? 

4 'l'HB VITNBSS: Footage drilling is typical. Where it's not 

5 applicable we go to a dai.l.y rate. we request that froa 

6 tho. 'l'be tracking aGain is anticipated on a par ttell 

7 basis, but there • s nothinG to preclude the. froa c011in; 

8 back in and doinG another staGe, for 1nstance, on a well 

9 at a later tille. It's a service type request. 

10 HR. McGLOTHLIN: Do they bid on a par well basis plus the 

11 nUIIber of fracks they do? 

12 'l'HB WITNBSS: We try to give them aoae estillate of the volume 

13 of work we anticipate doinG durinG the course of a year • 

14 

15 

There's no GUarantees made, though, to those people at 

that tilDe. 

16 HR. McGLOTHLIN: I I)Uess what I'll askinG is do you pay tho on 

11 a - do you pay an X uount of dollars for the well to be 

18 on the site and then X amount of dollars par frackinl)? 

19 THE WITNBSS: could you rephrase that? You lost me. 

20 HR. McGLOTHLIN: I'm having trouble phrasing it lll'Self. When 

21 you pay for a frackiDg service their bid will - when you 

~ let it out on bid or ask for proposals for the bid what 

23 do you state in that proposal that request froa thea? 

24 HR. KAISBR : In other words, how does their bid break down. 

25 Are they bidding on a hundred well frack jabs for the 
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• year? Does the coat they Clive you in that bid reflect 

2 what it coats to coaplete one well -- frack one wall? I 

3 think that's what he's askinCjJ. 

• MR . HcGLOTRLDI: Yeah. 

5 'l'RB VITNBSS: okay. we specify for them the different types 

6 of fracka we do. We may do a fou frack on one wall and 

1 a conventional sand frack on another, a atrai9ht nitro;en 

8 on one. We tell thelll what we anticipate doin9, what 

9 depths and what approxilllate volUIIles and they sullmit to us 

10 based on sand loads, horsepower that was mentioned 

11 earlier, various variables that we anticipate encounter-

12 in; durin; the drUliD; pro;rua for the uPCOIIlin; year. 

13 It' s all done well in advance for the followin; year. We 

• 14 tell them what we anticipate doin9 and then they Cjfive a 

15 bid on a per sta;e basically completion . 

16 MR . CHAIRMAN: Other questions? 

17 MR. TWBBD : Hr . Wgpler, the total tract acrea;e on LOla 

18 wri 9ht is seven acres . 

19 HR . CHAIRMAN: Seven acres? 

20 MR. TWEED : Is that correct, Hr . Baker? 

21 HR . BAKBR: Yes, air . 

22 HR. EVANS : Hr . Cbllirlllan, I still have a question. 'l'bis is a 

23 technical question . If you set a coal protection streu 

24 and say there's a coal seam but you' r e 901D; to produce 

25 from a for111at1on hi;her than that, how do you do that? 

• 
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• 1 THB WXTNBSB : I think probably what we•re vetting confued on 

2 here is I have noticed on our logs that we have seen a 

3 log response in that section that would be a typical coal 

4 log response . It 1 s not s011ethi.Dg we typically produce 

s froa . It's not a co .. only occurrinv coal -- aa I voinv 

6 in the directi.on of your quut.ion? 

1 HR. EVANS : Yeah . HY question is you're ukinv for a force 

a pooling to be able to produce froa certai.D foraations and 

9 I can see a situation in this cue - and tbis is for IIY 

10 own edification. Suppose that coal saua doesn't becaae 

11 ainable at soae point in tilaa. Bow do you produce 

12 conventional gas fr011 a fonution that • s above a coal 

13 seam and protect the coal seaa froa the di.fferential in • 14 prusure.s and -- how do you do that is what I'a asking. 

15 THB VITHBSS: Again , probably I have alluded to the fact of a 

16 coal occurrence that's probably not even naaed to 117 

11 knowledge . we don't, in this permit application, have 

1e any recognized coals in the intervals that we're propos-

19 ing. I 1 a not sura if there's s011eona out that there may 

20 have n.amed the straight coal. I can 1 t answer your 

21 question probably to your sat.isfaction. BUt the zonae we 

22 antic ipating producing froa bare are conventional 

n recognized formations that have been produced for a 

24 numbers of years . 

25 HR. EVANS : Are the Lee sands part of those? 
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61 



• 1 THB WITNBSS: Yes, sir . You may well ask the saJDe question 

2 for all the other wells that have been drllled to date 

3 and the sue allbiquous answer would apply, I suppose, 1a 

4 the best answer I can viva you. 

s HR. BVAHS : The reason I asked the question to beviD with 18 

o venerally -- and I' 11 just say that you stop with the 

1 Raven Cliff as a venera! rule and the Lee sands don't 

8 appear in your request. 

s THB WITHBSS: Typically that's ri;ht. A;ain, I don't know 

10 exactly wby we have chosen in the perait application to 

11 list the Lee ronation. As a matter of keepinv our 

12 appl.icati.on for force poolinV consistent with the perJDit 

13 it's appeared on the appl.ication • • 14 HR. KAISER: Mr. Evans, as you know, the record will ref1ect 

15 from the testiiDony by Mr . Dahl.iD that we're only seekinv 

16 to force pool the conventi.onal ;as. we have the wrap-

17 around questJ.on from the surface to the total depth 

18 drilled and it will be excludin; all the coal fonations. 

19 HR. BVMS: I do understand what you said rtvht there as far 

20 is it ;oes. What I'm ask.in; you is bow do you different-

21 :late and bow do you protect a •potential coal seu• or 

22 coalbed methane ;as :lf you want to call it that? 

23 THE WITNESS : In the completion -- durin; the pipe phases of 

2-' the operations we cement the annual volumes wb:lcb 

~ seqreqates the IDivration of that ;as into a well bore • 
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3 

4 

The only other tille that you can reutabliab tbat 

coaunicatlon u durin; tba stiaulation at wbicb tiae you 

go tbrougb and with a cbuical cbarve, burn tbrougb the 

pipe, cUient and ca..unicate once agaJ.n with tbose 

5 reserves. That would, I suppose, be our protection of 

6 the coalbed aathane as we would not perforate any section 

7 that is not niUD8d in a conventional foraation in this 

a application . so the coaaunication to the well bore would 

9 be done in tbat manner. 

10 KR. BVANS : okay. '!'hat was a question I was aslr1ng tacbnical-

, ly, bow do you go about doing that. 

12 THJ VI'l'NIBS: I • m sorry I couldn • t pick QP on tbat earller. 

13 Durin; the drillino all these zones are co-in;led • 

14 They're allowed to flow into the well bore. But auhseq-

15 uent to that cementin; then pipe then se;regates the 

16 foraations. The ree.stablialuaent of the c...unication • a 

11 only done after perforations. 

18 KR . CHJUIUQH : Other questions? 

19 KR. McGLOTHLIN : One another, Mr. Cba1rlllan. Mr. Dahlin, on 

20 your DWB or AFB, wbicb ever one you refer to it as. 

21 THB WI'l'NBBS : An . 

22 KR. McGLOTHLIN: on the second page, me CQJIPletion, you have 

23 surface rig and per diem cbar;e. Is that a total cbarva 

2.& that you anticipate or is that n, 600 per day? 

25 THB WITNBSS : That' a a total charge that we antici,pate in the 
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clean-up. 

2 MR. McGI.O'I'HLDf : 'rhanJt you • 

3 MR. OIAIBMAN: other quutiona? 

• (Vi taus standa uide.) 

5 MR. CHAllUQH: Do you bave anytbing further? 

6 MR . KAISIR: Notbing further, Mr . CbaiDlaD . 

7 MR . MASON: Mr . CbairaaD, I aove tbe approval of tb.1.a 

e petition. 

o MR. OIAIIUCAH: Notion to approve . 

10 MR . McGLOTIILIH : Second. 

11 MR . CHAllUQH: A aotion and a second. PU.rther diac:uaaion? 

12 

13 

1 .. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

If not. all 1D favor sipifr by saying )'!B. (ALL 

APFXRM . ) opposed say no. (HOD . ) UDanilloua approval. 
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2 

3 HR . CHAIRMAN : 'l'be nut itu on the aqenda 1B a petition for 

• appeal fro• Jewell smokeless Corporation of the 

s Director• s 4ecidon, doc.ket nllllber VGOB-93/09/21-0408. 

6 we'd uk the parties that wish to address the Board in 

7 this utter to c:oae forward at tb1JI tiae. 

e HR. nn.KBR: Mr. Cbairaan, I have soae additional papers the 

9 Board failed to received. (Pause.) 

10 HR. CHAIRMAN : We'd ask the parties to idantily theuelvea, 

u pleue. 

12 HS. HORGAN: Good aorninq. MY naae is Jill Horqan. I'• with 

13 Penn, stuart, Bskridqe & Jonea here in Abinqdon. I • 1• represent Jewell Smokeless Coal eo.pany thi.s morning and 

15 with me 1B Bob Brendlinqer. 

16 HR. Hc:QUrRB : Grant McQUire for Aabland Exploration. 'l'o ay 

17 left 1B steve Parks, Ashland ExPloration. To IIJ' right is 

18 Hr. Whitt, consultant to the Roqers interests. 

19 HR. JOHNSON: Donald R. Johnson. I represent the Lon a. 

~ Rogers-Bradshaw trust number one and Lon a. Roqers-

21 Bradshaw trust number two. 

22 HR . CHAIRMAN : You •ay proceed. 

23 MS. HORGAN: H.r . Chairman and members of the Board, what I 

24 would like to do first is advise the Board that in our 

~ petition for appeal we listed a number of tec:hnic:al 

• 
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• objection• and they are ahown aa Paravraph 4-A and a 

2 little aix. we will withdraw thoae objec:tiona at thu 

3 tille . The only thinv that will be reaain1nv for tbe 

~ Board to look this aomiDv, tbare will be two iteaa, OIUt 

5 which I' 11 address first becauae the other w1ll aab the 

6 second aoot depandinv on the Board'• d.eciaicm. tibet ... 

1 would like to addrua at thia tille would be tbe applic:a-

a tion of the law to the filldinva of tbe fact ao that tbU 

9 tille what we would preaent w1ll be our laval arvaanta 

10 with revard to the decuion that wu reached by the 

11 Director . 

12 HR. McGLOTHLIN: Would you repeat what you're di..Uaillv? 

13 HS . HOR.GAH : It's 4-A and it'a a little roam uuaeral. six. • 1 ~ Tbat•a two paves worth of technical objec:tiana that tM're 

15 Witbdrawillv . 

16 HR. HCGLO'l'HLIH: 4-A and one tbrouvb six or just -

17 HS . HOR.GAH: No. The little roaan nuaeral six that starts an 

18 Paqe 3, runs to Paqe 4 . Oh, I aa sorry. I apoloqize. 

19 Hy llliatake . I didn't aean to throw you all off to atart 

20 With . 

21 HR. Hc:GLO'l'HLIH: 4-A seven and A throuqh what? 

22 HS . HORGAN : It enda on Pave 5. 

23 HR. CHAIRHAH : The entire sectio.n . 

24 HS . HORGAN : Yea . we Withdraw that entire section. I 

25 apoloqize for that . 
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1 HR . CHAIRMAN : You aay proceed. 

2 HI. HORGAN : tn the Director' s deciaion - and I' 11 parsphrue 

3 

.. 
a 

0 

7 

e 

0 

10 

11 

12 

13 

1 .. 

15 

1G 

17 

111 

11) 

20 

21 

n 

23 

:1~ 

~ 

froa this ao that -- I won't read it to you aince JOU 

bave 1t 1n front of you. 'l'be Director foUDd that the 

propoaed well by Aahland Bxploration IDe. would 1Dtarfare 

with tbe present projected coal operationa by Jnell 

aaokeleaa and be apecifically cited Virqtnia COde 

aDDotated t~ . t-361.11 .8, aactiona 1 and 4 . I've provided 

in the docuaenta that I vave to you a copy of that COde 

section ao that you would bave it for you eue of 

reference . section 1 deus with the dr1ll.1Dv location 

and ita proxiaity to the a1n1Dv operationa, apecificUly 

looking at a abaft, entry travel way, air wa7, etcetera. 

Than section t deale with the extant to wbicb the 

propoaed drilling u.nit or drill1D9 location -- 1D our 

situation it's the drill1Dg location -- will unreaaonahly 

interfere with the safe recovery of coal, oil and vu. 
In Paravrapb D on that aue sheet it states that 1D 

deciding on objections by a coal owner to the eatabliah­

aent in our situation to the perait for a new wall the 

following safety aspects shall first be conaidered and no 

order or perait shall be issued where the evidence 

indi cates that the proposed activities will be unsafe. 

There ia a specific prohibition against the iaauance of a 

perait . There 1a no discretion. There is no flexibil-
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2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1S 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

i ty. And in thi8 eituation a decision wu eDtered by the 

Director where there was a finding of interference with 

these two specific criteria. However, a pel'11it was 

issued last week. 'l'bat is in direct contradiction to the 

probihitiou luted in this statute. :ror that reuon 

alone , for thi8 statutory violation, the deci81on of the 

Director should be overrules and the pen.it shou1d he 

revoked. xn addition to that operational i8sues have 

coae up. AB I know the Director is aware, when a coal 

operator c011es within 500 feet and 200 feet of a well 

then they aust issue notice to the Director as well as to 

the oU and gas operator. on a fora - I've provided a 

form in the packet of infor.ation that I gave you and 

that is the form that is sent out at 500 feet. 'th.e fo.rm 

states that the undersigned aiDe operator proposed to 

extend aiDe workings to within 500 feet of a referenced 

well or vertical ventUation bole either penitted or 

projected under an approved perai.t. 'l'be issuance of a 

perm! t bas issued the KSHA and the DMLR regulations on 

this . Jewell S.okeless bas therefore bad to send out 

notices because they are now within 70 feet of this 500 

foot limit . For a well in which a perait bas been issued 

in violation of a statute but a stay is on it to where 

the well at a aost optiaua conditions could he dri.lled 

within six months wbicb is now under appeal to the Board. 
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6 
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II 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

It 18 inconceivable that the Director•• declaion tfOrkinv 

in conjunction with HSHA and the DMLR regulationa to 

require Jewell saoteless to have to issue theae notices 

for a well that 1 s not evan existinG and wU~ not exist in 

the next few 11onths at a ainblua. In addition to that. 

once we bit that 200 foot aart the notice that 1a 

required to vo out. u avain Kr. Cba~ 1a aware. wo~d 

require that notice be vi van to the oU and vas operator. 

At that tble the oil and gas operator under the regula­

tiona an.d the statutes baa a fifteen clay period in which 

they 11ay object to the aininV Within the 200 feet. Wban 

that happens than a bearinv is held. How. tbia is 

soaetbinq that 1 s outside of wb.at you u a Gas and ou 
Board deu with. but it's silrply for your inforaatiODU 

purposes so that you know the process that this perait -

the issuance of a perllit is kicked in . '!'here is than a 

bearinv. 'l'be coal operator cannot vo Within that 200 

foot area until the bearinv is held. so essanti~y 

their mininv operations are buted. lD this instance if 

an objection were file.d and a bearinv were required than 

mining operations wo~d be buted for a well is not there 

and will not be there at least for a lliD1aml of six 

aonths under this order . Baaed on one. the levu 

&r9QIIent that we've presented u far as the statutory 

violation that bas occurred and then secondly the 
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2 

operational issues tbat bave been kicked 1D because of 

tbe issuance of tbe per.it we would aak that tbe deciaiaD 

3 of tbe Director be overru.led and tbat tbe perait be 

• revok.ed. ID tbe alternative tbere is a proviaion for a 

s two year aoratoriua on drilling operations for tbe Board 

6 to "ODSider. Tbe second iasue that I would address 1a 

7 one tbat is an objection to a f1Dd1Dg of fact and I w11l 

8 reserve tbat until Kr. McQuire a•k•s bis legal arguaent 

9 on tbis issue so I won • t take up tb.e Board • s tiae 

10 unnecessarily. 

11 MR . aDURHAR: Let ae ask you just one question and tben I'll 

12 uk other Board aeabera i .f tbey have queatiOD.B. can you 

13 

14 

show ae wbare you raised tbe arguaent of 500 foot 1D tbe 

informal hearing? or did that coae 

15 HS. HORGAH: No, sir. Tbat did not coae up because tba iasue 

16 of tbe perait -- tbe perait was n.ot issued at that t1ae 

11 and until tbe penaJ.t is issued tbose requi.reaents don't 

18 kick in. Tbe perait was not isau.ed till. last waelt. so 

19 it did not becoaa an issue until last week. 

20 MR . CHAIRHAN: Thank you. Otber queatiOD.B, aeabers of tbe 

21 Board? 

22 HS. HORGAH: Oh, I'm sorry. Hr. Brendlinger baa illforaed ae -

23 I have some otber page cites but tbat was brouvbt up 1D 

24 tbe transcript at tbe tiae. Hr. Brendlinger has adviaed 

25 me of tbat • 
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1 HR. CHAIRMAN: I was just not able to recall it or see it. 

2 Well, I take that back. It's on Page 9. 

3 MS. HORGAN: Yea , air. It sure is . I just found that also. 

4 HR. CHAIRMAN: Thank you. Kr . McQUire. 

5 HR. McQUIRE : I have to adlllit I never cease to be surprised by 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the angle of attack 1D this cue. I have appeared and 

been through permit application bearings and I thought 

that the objectioDS raised would be about safety or 

interference with their coal. Tbe testiaooy which I have 

not heard Jewell rebut is that they were •'n1Dg 1D the 

Red Ash sen. we had filed a permit appU.cation and a 

few days after the filiD; of the penait they filed soae 

mine pl8D8 say1ng they were going to aiDe through that 

location. OUr testillony down below dealt with their 

objection to our drilling and I've not seen this issue 

raised in any of the written objectioDS filed to the 

Inspector or anything fUed with this Board. And franltly 

I ' m not prepared to address it. I'll let you all aake 

your decision on it, but we don't have a permit that's 

in effect, we have a pe.mit that baa been stayed. A 

permit that was issued last week. It was conteQlated 

after the Inspector• a decision that it would be issued 

and it was issued. But Ashland can • t do anything on that 

permit for at least six months and I don't know where the 

prejudice is to Jewell who testified at the bearing that 
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they would be 1n this area and out 1n five months. ID 

2 1n three months, out 1n two months. And I've not heard 

3 anyth1n9 by Jewell rebuttin9 that or objecting to the 

" Inspector's f1nding about that. If my calcul.ations are 

5 correct they should have already been throup tb1.s area 

6 and proceed1D9 to start back out a9ain as of this date. 

1 I .. prepared to put on soae evidence about how this 

8 pr ocedure took place if necessary. 

9 MR. CHJURHAH: Hr. Johnson. 

10 MR. JOBHSOH: 'l'bank you very IIUch . Por the Board's inforaa-

11 tion I represent a coal owner who ill approxiaately - I 

12 th1nk we've measured about 510 feet away from the 

13 

14 

locati on and also an oil and 9as owner who owns ljJa& 

around this particular location. Let me say that it ' s my 

15 feeling as far as what the :Inspector has done and on 

16 behalf of IIJ' client --

17 HS . HORGAN: I raise just one objection, Hr . Johnson. I: mow 

18 Hr . Johnson quite well. I'm not sure how you have 

19 stand1n9 1n this matter. 

20 MR . JOHHSOH: I represent an oil and ljJa& owner that was 

21 present at all the bearinljJs. 

22 HS . HORGAN : Is there a statutory standing wbich that falls 

23 under? 

24 HR. JOHHSOH : We're also a coal owner that is approxiJiately 

~ 50 feet away froa tbis well site • 
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1 MS . HORGAH : Did you file au appeal of the decision that wu 

2 enter ed by the tn.pector? 

3 KR. JOHHSON: Ho , I did not . 1 wu present at all the 

• bearings on bebalf of •Y client end participated in those 

5 bearings aud sbovn as beuv tbere repruentblv IIY clients 

G at thoaa bearinvs. 

1 HS. HORGAH : I believe, Your Honor - - you cau tell 1 spend 

8 .ore tt.e in court tbau bare . UDder 361.36.A a person 

e vi thataudinv under the proviaiona of 45. 1-361.30 Mho is 

10 aqqrieved by the deciaion of the Director lUll' appeal to 

11 the Board subject to tbe laitationa ~sed by aubsec-

12 tion B of this section by petition to th.e Board filed 

13 within ten days followinG the appealed dacuion. 1 

14 believe under the tet'IIB of this 361.36 .A a petition 

15 should bave been filed by auy person who i.s c:onaiclared 

16 aqqriaved by the Director's decision. 

11 KR . CHAXRHAH : Are you aggrieved by the Director 's decision? 

18 KR . JOIIHSOH : Ho . I 1 11 bare in support of it. I' II n.ot 

10 aggrieved by it. My clients stood on the aida of Aahlaud 

20 Exploration in tbia •atter. Believe that or not it's 

21 true. 

22 MS . HORGAN: JUst for the record, Mr. Cbairllau, 1 would note 

23 our objection to auy atatuaauta ude by Mr. JohDaon and 

24 that' s only for the purposes of a record. 

25 HR . CHAXRHAH : It's noted . so noted. You •ay proceed • 
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1 HR. JOHNSON: I would like to say what I wu voiDg to say. 

2 

3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Let ae just tell the Board ay feel.ing about what the 

Inspector did bare. 'l'bia 1a the first ti.ae that I '• 

aware that the Inspector bad looked at a situation l1k.a 

this and decided it baaed upon what be felt wu the best 

way to handle the situation under the proviaiona of 

361.11. What be did wu be said, they say they've vot a 

coal aiDe and it's rivbt there. It's not alles away. 

It's right on top of this location. so I'll vtve thea 

six aontha and let thea vet out of the way, let thea have 

their opportunity. Now, that's what be did. He said 

here's the coal aiDe, it's rivbt there, they say they 

want to aiDe this site. we• 11 viva th.aa that opportun­

ity. so the perait veta iasued but it's stayed for six 

aontha under the terlllS of the Inspector• s order. And be 

was lookinv at 361 . 11 . C. 3 which is the feasibility of a 

drUliDV aoratoriua for not aore than two years 1n order 

to permit the co•pletion of coal mintnv operations . 'l'he 

teatiaony was that the coal ainiDV operations were right 

on top of this location and that they ware voinV to be 

done in just a aatter of a couple of three aontha. Now 

the operator coaes in and says to th.e Board, now wait a 

ainute, after the Inspector's aade this dec:i.sion I want 

to coapl aiD to you because there are other reCJUlationa 

that are not oil and vas reCJUlationa that t.pinve upon 
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21 

22 

23 

24 

25 

our ri;bts. I'a sorry about that. If that's the 

situation I'a sorry for the coal operator. But the 

Inspector and this Board have to uphold the oil and VU 

act. They can't sit around and say well, wait a ai.nute, 

there are other regulations that ai;bt be applicable that 

aay ;iva the coal operator aoae concern. Tb18 particular 

oil and ;as operator cannot do anytbin; with respect to 

the drill in; of any ;as wells for six aontha and that' a 

set in atone by the decision of the 1Dspactor. Aabland 

didn • t want a drill in; aoratorima. Ashland wanted to 

drill ita well. And the lJlapector deci.ded that the beat 

thin; to do in the lJlapector•a ai.nd was to allow the coal 

operations to be coapleted. 'l'bia act provides for that. 

'l'be Inspector did soaethiD; that be's not allowe.d to do 

with reqard to surface owners o.r other fol.Jt8. He said 

bey , wait a ainute. ADd I th1Dk that was enti.rely proper 

and I tbi.nk that the objection of soae interference by 

other re;ulationa after th.e fact of the issuance of the 

Inspector, that' a not soaethin; that thi.s Board ou;bt to 

consider particularly since it wasn't raised at the 

bearin; and also particularly that it falls outside o~ 

the reala of this Board's authority. It • a soaethiD; that 

concerns the ainin; division of the DHNI and I feel like 

that the Board ou;bt to look at what the IDapector baa 

said and whether or not that • a propar under the Oil and 
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Gas Act. conflicts between different reiJUlatory scbeaes 

2 I don 1 t believe is soaething this Board ought to be 

3 looking at in order to find that tbe xnspector did 

c soaething wrong. 

5 HS. HORGAN : If I may, I have rebuttal on each point that was 

6 

7 

8 

9 

10 

11 

12 

13 

1C 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

raised. With regard to the operations be.ing coapleted in 

five months , if you'll note in your transcript on Pagu 8 

through 10 the discussions were regarding the Red A8b 

seua of coal. Later there was discussion concerning tbe 

Jaw Bone seu. On reference I particul.arly reaeaber was 

at the bottoa of Page 27 in wbicb Hr. McQUire and Hr. 

Brendlinger are discussing operations in the Jaw Bone 

seu baing COJIPleted or occurring in 1998. 'l'bat • s 

definitely not within a five month period. second of 

all with regard to us coming in afterwards and coaplain­

inq about tbe other poasible regulations, as you will 

note , we found on Page 9 of the transcript that that was 

discussed at the bearing. In spite of all of this 

that 1 s an after thougbt . 'l'be main problem the aain 

objection that Jewell Baokeless bas is exactly in wbat 

Hr . Johnson said, that the Director did wbat be felt was 

the best way to handle this decision . I bave no doubt 

that that is wbat be did, but it is not in accord with 

the statute. It is 1n violation of tbe statute as bis 

findinqs are . 'l'bat is the aain issue upon wbicb tbie 
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deciaion should be aade. 

2 MR. OIADQQH: would you restate bow it'a n.ot in accordance 

3 with the statute? 

4 HS . HCRGAN : Yea, air . under 45.1-3&1 . 11.8 it statu that in 

5 

6 

7 

B 

9 

10 

11 

12 

13 

" 
15 

16 

17 

decidino on objectiona by a coal owne.r to the eatabu.h­

•~t of a perait for a new well, which is what app11ea to 

ua , the followino safety UJ)f'cta will. firat be CODaider­

ed . No order or perait aball be issued where the 

evidence indicates that the proposed act1v1tiea will. be 

unaafe. 'l'ben in the decision it statu the Director 

finds that the proposed wall by Ashland EXploration Inc. 

would interfere with the present projected coal opera­

tiona by Jewell saokelus in accordance with the stand­

erda aet out in 45.1-361.11.8 of th.e COde of Vi.r01nia, 

particularly aubaect i ona 8.1 end 8 . 4 at this tiae. so 

here we have a statuent that yes, it vil~ interfere but 

then we have an issuance of a pe.rait . 

1a HR . CHAIRMAN: can you show that it's unaafe to have the wall? 

10 I aean, that's ooino bac:k to the statutory lanouaoa, 

20 ta:Lk.ino about concern over safety. How is it unaafe? 

21 HS. HCRGAN: we are not at this tiae objectino to the findtnQS 

22 of fact that are shown here . 'l'be ouy thino that we • re 

~ objectino to is the application of the law to fact . 'l'be 

2' decision baa already been aade that interference would 

~ occur . That decision baa already been aade • 
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t HR. NASON : Let me juat aak you, if you read the second part 

2 of the Director's decision re;ardinq this it seeaa to ae 

3 that it ' s not leas than six •ontha and aubait a siqned 

4 aqreuent by both parties. 

5 HS . HORGAN: Yea, air. 

6 HR . NASON: A8 I understand it tbi.a perllit cannot be ~fective 

1 until tvo tbinqa have occurred. one; six aontha have 

a eJCpired and secondly that there' a a siqned aqreeaent by 

9 Ashland and Jewell Sllokeleaa that the drillinq can 

10 couence. Is that correct? 

11 HS. HORGAN : Yea, air. Tbat •c what it states. 

12 HR . NASON : If you refuse to siqn that aqreeaent can you not 

13 effectively stop the drillinq? 

14 HS . HORGAN: 

15 HR. NASON : 

yes, air, we could . 

Than bow are you prejudiced? 

t6 HS . HORGAN: Because of the issuance of the perait and the 

11 HSHA and DHLR requlations that c011e into ~fact we are 

IQ required to leave a pillar of coal of 200 feet around a 

19 well that does not exist. Now, if the permit had not 

~ been issued we would be able to aiDe strai;ht throu;h. 

21 There would be no probleas as far as leavin; -

22 HR. MASON : I understand that, but this coda section apecifi.c-

~ ally says that you have -- the ri;bt to object and not 

24 have this permit issued all relate to •ina safety. 

25 You • re talkin; about -- the issue bare is a question of 
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bow • u.cb recoverable coal there is. 

2 H8. HORGAN: 

3 HR. MASON : 

4 HS. HORGAN: 

That's a coapletely separate issue. 

I know that but --

The decision bas already been •ada as far as the 

5 safety factors. 

6 HR. MASON: But - -

7 HS. HORGAN: I'• sorry. I don't follow what you're saying. 

a HR. MASON : Wel.l, 361.11 providaa that the Director w1l.l not 

9 issue the perait if the proposed activities wil.l be 

10 unsafe IUld than it citaa in 1 and 4 the two he relied on. 

11 What you • re telling us is that you • re coaplaiDt relataa 

12 to the effect of having the pera.it issued -

13 HS . HORGAN : At this tiJDe. Yea, air • 

14 HR . MASON: And the effect that has on the amount of recover-

IS able coal that your cl.iant can ruove, is that correct? 

16 HS . HORGAN: That's one factor. Yea, air. 

11 HR . MASON: How does that relate to safety? 

18 HS . HORGAN: We have already addressed that at the other 

19 bearing. That decision bas already been aade by the 

20 Director, that it would interfere. And we're not 

21 objectin; to that . We're not raisin; any issue of that. 

22 We're a;reeing with it . I Dean, this is an ent.i.rely 

23 different issue as far as the safety factors are conceru-

24 ed. That was somethin; that was decided at the JUly 

25 bearin;. I 'Ill sorry. I don • t follow you • 
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1 HR. CHArRHM: Will you co~q~lete the 11iJUD9 or have you 

2 c011pleted the 11ti.Jlin9 in the area within six lllonths? 

3 HR. BRINDLXHG&R: At our last bearinv on July 27th which was 

4 approx.iaately a aonth and a half avo -- we are within 570 

5 feet today. we are turn.in9 our panel 90in9 off to the 

6 right hand side. We will in all probahi.U.ty coaplete the 

7 aininQ within the tilDe that we•ve stated. Of course, 

e a9&1n the.re are thin9s that coae up. We are in the 

9 process of acquirin9 another adjoinUlv tract. As we 

10 enlarqe our lllininq boundary then also our atntnv projects 

11 cbanved accordin91Y. 

12 HR. CHAIRMAN: If you bad a penit issued with a stay would 

13 that not, in fact, allow you to present that information 

14 

15 

I' 11 not tryin9 to -- I' 11 90in9 to draw the sue lines 

as you are about us qettin9 into KSHA and the DiVision of 

16 Hines territory. But could you not show that the intent 

11 of that was that you be allowed to 90 ahead and ID.ine that 

18 area prior to that well 90in9 in by that very issuance 

19 and stay which stipulated that? 

20 HR. BREHDLINGBR: on your current forms and policy at 500 feet 

21 and at 200 feet we need to Qive notification on a 

~ permitted well. 

2:1 HR. CHAIRMAN: I understand. 

24 HR. BREHDLIHGBR: so then as we -- we have sent a notification 

25 yesterday -- the 500 foot notification that we'd be 
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•1ntnq within the 500 feet to the Oil an4 Gas Director 

and to the well operator an4 to the Division of Kinea. 

3 HR. OIAXRHAH: Do you anticipate any probleaa of beinv able to 

4 vo ahead and aiDe within the 500 feet or the 200 feet? 

s HR. BRBNDLIHGBR: The 200 feet tbere 1JI a possibility that an 

6 objection aay be rose - c011e about within tbe fifteen 

1 days that Hr. Childress baa. 

8 MS. HORGAN: I believe, just for further verification if you 

9 would allow hearsay, Hr. Brendlinver spoke to Hr. 

to CbUdresa about tbiB very problem and correct ae if I • a 

tt vronv but be indicated that be could not say yea, no, 

t2 aaybe as far as wbat would happen within tbe 200 foot. 

13 He could make no statements about tbat • 

" HR. MASON: I'a just try1n9 to vet it clarified. we talked 

tS about the Red Aab and the Jaw Bone. Are we talld.nv about 

16 botb aeaas or -

11 MS. HORGAN: Both seaaa. Nov, Red Aab v1ll only be COJIPleted 

tB if everytbinv voes optimua within tbe next five to six -

t9 well, f.roa tbe JUly bearinv, witbin tbat five to six 

20 aontb tilDe period. But tbe Jaw Bone seam is not project-

21 eel, and this is in your transcript, to be aiDed until 

22 1998. 

23 HR. MASON : I understand that. But the discussion tbat you're 

2.a aakinq about the perait and the notice tbat you all bave 

25 bad to file on tbe soo, bas tbat all occurred witb 
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reJJpect to bOth seaJU or just one? 

2 MS . KORGNf: Just the Red Ash seaa. 

3 HR. CRAiltMAN: Do you have a aiDe plan on fUe for the J .. 

4 Bone? 

S HS. KORGNf : I don't Jmow. 

6 HR. BRBNDLIHGBR: The Jaw Bone we do have a plan on flle. we 

1 have a PHD through the DHHI . 

B HR . aiADUIAH: For this area? 

9 HR. BRBNDLIHGBR: For th1s particular area . 

10 HR. HcQtnRB: I'm sorry, but on Page 27 of the traascript you 

11 aay that you doD • t have one on flle . 

12 HR. BRBNDLIHGBR: What•a happened with us 1s we have piclted up 

13 

14 

there • s two saa11 adverse tracts that we have piclted 

up early 1D the past year . The one that this particular 

15 well is on is - I CJUBBS Ashland refers to it as the Ray, 

16 e t al . We refer to it as the Ray IDtra-Lavisa tract. 

11 It • s a 74. 1 acre tract which we acqui.red on May 11th and 

IB we sent in the notice to DKLR as far as the extended PHD 

19 to cover the area. ADd thea we have the area 1D both -

20 well, the Tiller sao and above. so that covers the J .. 

21 Bone and Red Ash selllls . 

~ HS . HORGAN : T have a copy of what was filed on Hay 28th for 

23 both &elllls. I only have one . I'• sorry. 

2• HR. HcGLOTRLIH: Hay 28th of tbia year? 

25 MS . HORGAN : Yes, air • 
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1 MR. BRBRDLXHGBR: we have other copiu. we were ju.t follov-

2 in9 our standard procedures as far as what we have to do 

3 as far as reQUlatory aQencies, as far as subaittal, as 

4 far as DHLR and the Division of Kines and KSRA. We're 

5 just folloviDQ the policies that are out there. 

6 MS . HORGAN: Ullder 45.1.27 which is the statute concerniDg the 

1 filin9 of maps coal operators are required to file ups 

e and update them on a reQUlar interval twice within every 

9 twelve months; between Dec8111ber 1st and Pebruary lat and 

10 between June 1st end AUqu.st lat. 'l'hoae are the statutory 

u requiruents for a coal operator. 

12 MR . HcGLOTHLDf: This can be answered by either party. When 

13 was the original permit for the well filed? 

14 MR. HcQUIRB : I think it IIUIY help if I give you a chronology. 

15 The oriCJinal penait was filed in February of 1993. 

16 Jewell filed an objection. we had our first hearinQ on 

11 March 31st. The parties aQTeed to &CJree qpon alternate 

·;e locations. 

19 HS . HORGAN : I object to that paraphrasing. 

20 MR . CIIAIR.ttM : It's noted for the record. 

21 HR. HcQUIRB: You can refer to the transcript, if you would. 

22 A letter went out on April 27th from Ashland Exploration 

n QivinQ Jewell four alternate locations. on Hay 5th 

2-a this is in the transcript and I can put the lettera into 

~ evidence -- Ashland received a letter froe Jewell sayinQ 
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that the third location, location 35-c, wu the preferred 

2 location. OD June 14th Ashland flled its p~it applica-

3 tion for the 35-C locati.on . OD JUDe 17th Jewell. wrote a 

" letter to Ashland sayi.Dg this location 1s fiDe but you 

5 must agree to a seven point stipulation. Then on June 

6 18th Jewell flled aiDe plana on the Red A8h sea that 

7 went riqbt through the area on which Aahl.and had flled a 

e permit UDlmcnm to Ashland and frankly it caught Ashl.and 

9 and the IDapector by surprise at the bearing that there 

10 were aiDe plana flled after Ashland bad filed its pe.rait 

11 for the location that Jewell preferred and given notice 

12 to Jewell . 

13 HR. KcGLOTHLDI: Would you like to give your 1Dterpretation of 

1~ the permit chronology? 

15 KB. HORGAN : Yes, thank you. I only have a few minor objec­

16 

17 

18 

19 

20 

21 

22 

2J 

24 

25 

tions . With regard to the letter dated Kay 5th that Kr. 

McQuire mentioned, I would like to co-.plete the rest of 

the l e tter that be aentioned. We stated, •we have 

determined at th1a particular tillle the 35-c location 18 

the preferred location . Please understand that our 

present approval of this particular location is not 

intended to be a continuing approval but would be 

dependant on our mineral lease ac:quisitiOD& in this area 

and any mine plana that we develop concurrent with those 

lease acquisitions . • 'l'be othe.r thing that 1 have an 
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objection to is the •cQ8Plete aurpriae• with whJ.c:h Itt. 

McQUire and bJ.s cllents were taken. '1'here baa been 

3 knowledge for aany aonths that thJ.a acreage wu under 

4 barqa1DJ.ng u far u negotiating for tbe ac:quJ.aitJ.cm of 

s tbis tract. '1'1118 doc:uaent waa filed on May 28th with 

6 DKLR wbJ.c:h includes a aap whJ.c:h is not a aiDe aap but it 

1 does include a aap showing that tbJ.a ac:reave wu included 

8 in th.e acquisition. Then there's also a stateaent -

9 MR. Mc:GLO"l'HLXN: Are you in aqreeaent that the oriqinal perait 

10 wu asked for in February of 1993? 

11 MS . MORGAN: For a dJ.fferant location. The application for 

12 tbJ.s perait wu not filed until JUDe 14th, I believe. I 

13 aay be wrong about the 14th but I'a sure about JUDe • 

tc MR. Mc:QUIRB: She's rivbt about the dJ.fferent location. fte.re 

15 were soae probleas and we worked with Island creek and 

16 with Jewell to accoaaoclate thea and agreed that we would 

11 cU&lliss it and aqree uPOD alternate locations wbic:h 

18 Asbland cUd. It sub:aitted four alternate locations and 

19 then received the correspondence say1Dg thi& is tbe one 

~ we prefer. 

21 MR. MASON: Mr. McQUJ.re. in loo'kinq at thi.s 200 foot and 500 

~ foot coal situation, what is your position -- I aean, 

23 what can you all live with as far as bow close they can 

24 mine to your drilling operations? Can you aalte a 

2.S stateaent about that? 
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1 HR. McQUIRB : We UIIUIIed, U did the Board, th.at they would 

2 aine coapletely through it . 'l'bere iJI no well there. 

3 'l'bere• a no safety concern for WI . we uauaed durin9 

4 this aoratoriUII that they would a1ne all the way through 

s and all the way back out. 

6 HR . MASON : ADd you wouldD' t object to that? 

7 HR. McQUIRB: No. 

8 MS . HORGAN: If Ashland would be williDCJ to aiCJD a waiver 

9 today of their r19bt to object to the 200 foot liait on 

10 the Red Aab aeaa that would take care of that operational 

" problea aa far u we•re concerned. It would not take 

12 care of th.e issuance of the perait problea that we bave 

13 

1.& 

1D violation of the statute, but that would 

defi.Di tely --

15 HR . MASON: If you solve it with revard to the Red A8b aeaa 

16 then the other objection you bave iJI the effect on tbe 

11 Jaw Bone seam, is that correct? 

18 MS . HORGAN : Tea , air. 'l'bat•s correct. 

19 HR. HASOH : If we could resolve that wouldn't that resolve it 

20 all? 

If we could resolve it, yes, air . 21 MS . HORGAN : 

22 HR. McQUIRB : It was testified their Jaw Bone plana were not 

23 on file 

N HR . MASON : I understand that. 

25 HR. MCQUIRE: -- and it was 1998 • 
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• ' HR. HAlON : Do you know wbat your operat.ional l~ta are u 

2 far u what you all can operate within safely u far u 

3 the coal pillars for that Jaw Bone a ... ? 

4 KS . MORGAN: I bave an operational question. I aa not by any 

5 ••ana an en91Deer. But if thu particular aeaa is aiDed 

e through, the well 90es into place, ia there any problea 

1 with drill1D9 the well tbroup a ained out area? Is that 

8 not soaething that Ashland bas done on aany occasions? 

9 So that 1D th.e Red Asb seu a pillar of coal would not 

10 require -- there wouldn't 

11 MR . HAlON: Tbat•s correct . 

12 HR. KcQUYRB : we wouldn't require it an.d UB\Die that it 

• 13 wouldn • t be there frankly • 

14 HR. MASON: Yeah. Tbat•a wbat be's aayin9. 

15 MS . MORGAN : 'l'hen tbe problea would arise 1f the well 9oes 1n 

10 at a later date 1D the years to c011e when Jewell saota-

11 less reac.bea the well 1n the Jaw Bone seaa. 

18 HR . HAlON: Right. 

19 KS . MORGAN : If Ashland would avree to plug the well wben we 

~ reacb that area -- I'll try for anytbin9. 

21 HR . NASON: What about the fact -- the aiDe plan that's on 

~ record with respect to the Jaw Bone seu, 1s 1t a 

~ lonvwall operation? 

2.& MR . BRBNDLI:NGBR: Yes. 

25 MR. HAlON : Are the panels in there? Do you know where this 

• 
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2 

vall would currently overlay thoae pane1s? 

lmov? 

3 HS. HORGAH: Do va have that? 

" HR. BR.IND.LINGBR: It would be 1D the location u proposed 

5 35-c. 

6 HR. MASON: I Wlderstaod that, but do you lmov bov that fits 

1 into your aiDe plan? Are ve talktng about aoaethiog - I 

a aeao, bov aucb of a problea would it be - it seas to ae 

g that one, that the Re4 Aab aeaa that there iso' t a 

10 problea. If they• re go1Dg to let you --

11 KS. HORGNI: If ve have a waiver of objectioo then you're 

12 right. 

13 HR. MASON: Okay. He says he'll do that. 

14 HS . HORGAH: Okay. 

15 HR. HcQUDtB: If they cao do it vithiD the six 1100tha. 

16 HR . MASON : I uoderataod. 

17 HR. BRBNDLINGBR: We basically try to work out ao agreeaeot 

18 vbicb ve have worked out vith several other coapanies 

19 that do -- it does state u far u teaporary or peraaoeot 

20 plug 1D u requ1red by a atninv plan. ADd that's 

21 aoaethiog that vas discussed vith Asblaod aod ve could 

22 not co.ma to aoreement vith that on the Jav Boo.e sea. 

23 HR. HcQUIRI: We bad a seven point at.ipulatioo given to us aod 

2~ ve said basically ve cao live vith all of thu except you 

2S are asking Aablaod to bear the plu991Dv costa aod the 
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• cost of aoving gathering connection lines. we ordinarily 

2 don • t bear that cost. If the aiDe operator wants to iQ 

3 through then they bear the cost. But we had DO problea 

• in our diecuadon with agreeing to pluggt.ng or aovinc;r the 

5 linea turporarlly. Tine Jew Bone ie so hypothetical. 

G We've seen Red Ash aove around and we're talttng about 

7 1998. I' a not sure - there were no plans on fUe. I • • 

8 DOt sure what will ever happen in 1998. 

9 HR. CIIAIRKAN: Well, Mr. Mason was trying to see if th.ere•a a 

10 point of avreeaent of the parties and if thet can wo.rk 

11 out, fine . I tbiDJt clearly what we have before ua and 

12 what I '11 go ahead -- unless the parties want aoae tille 

of whether or not the Xnspector t.properly issued this 

13 to talk this over we'll c;ro ahead and deal with the iane • 1• 

15 perait . 

16 HB . HORGAN : Yes, air. 

11 HR. BUHDLINGBR: We did, Mr. Chairaan, discuss this issue 

18 prior to the start up of the last hearinc;r on - I guess 

19 it was JUly 27th and we could not coae to teras then. 

20 KS . HORGAN: so if the Board would aake their decision then 

21 the parties can go on froa there with the ric;rhts that 

~ they wish to follow. 

23 HR. CHAIRMAN: I think it baa bean clearly laid out for the 

2' Board what ita decision JDUat rely upon. 'rhe Board has to 

25 go to in decidinc;r on objections by a coal owner to 

• 
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establish -- this is 361.11.8. Bstablillbaent of dr1.lllng 

2 unit, a pemit for a new well or the stiaulation of 

3 coal.bed methane gaa the following safety aspects 8ball he 

4 considered. No other permit aball be issued where the 

5 evidence indicates that the proposed activities w11l be 

6 unsafe. It's been alleged that the permit aa issued is, 

7 in fact, in direct conflict with that portion of the 

8 statute. Are there any further questions of the •eMers 

s of the Board or any further stateaents? 

10 HR. Hc:QU'IRB: I would just say that it's not a perait in the 

11 sense -- it is an ineffective lifeless perait that is 

12 stayed for six months. 

13 HR. JOHNSON: I'd like to say sa.ethi.ng about that. What 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

section B is talJti.ng about is no penit w111 be issued 

whicb will create a safety problem. What Hr. FUl..aer has 

done is be said wait a minute, we're not going to have a 

safety problem here because I • • going to take the 

•oratorium provision and I'm going to put a requireaent 

in addition to that that says that the operator and -

the well operator and coal operator have to agree that 

it's okay. so what he's done is he's said tb1s is safe 

if the coal is gone. 'l'his is entirely safe. Whether o.r 

not Jewell smokeless might have to leave a a.all barrier 

to allow the well to be drilled, that's a whole other 

issue. But in ter.s of whether or not the tlulpector baa 

!10 



• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 HR. 

22 

23 

24 

25 HS. 

• 

c:oaplied with the statute I think be absolutely COIIP11ed 

with tbe statute in that be took the lead that the 

statute allows to give a aoratoriu. to the drilling of a 

well wbic:b aade tbe drilling of the wel.l safe bec:au.e tbe 

coal aiDing would already have been c:a.pleted wheD the 

well 1.8 drilled. 'l'bat• a the deciaion tbe Ill8pector aade. 

I a lao want to point out ia I don • t tbiDk the Board 

really bas any business to project and tbiDk about &0118 

coal aiDe that aigbt c:oae down the pipe five or au years 

froa nov based on a bunch of aaybes. I believe these 

operators want to vo.rk these tbiDgs out . I don't tbiDk 

that anybody ought to be required by tb1.a Board to 

penanently or tuporarily plug vella at their cnm 

expense. Certai.Dly if they want to agree to that that•a 

their own business . I don't think the Board should be 

aak.ing those kinds of deciaiona based uPOD speculative 

IRining opera tiona in the future. I do believe that vbat 

the Inapector did vas entirely lawful and did not violate 

any statutes. Be ia not proposing to anyone that tbia 

pen it effects the safety of coal ainera. 

HcQUIR.B : And I would say it vas also the relief requested 

by the petitione.r both at the bearing and in the objec-

tion to the Inspector , please give us a •oratoriu., the 

lonqer the better. 

HORGAN : Hr . Brendlinger baa juat infoned ae that aa far 
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2 
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as this being a aake-believe aine that a penait wu 

issued for the Jaw Bone aeu in early 1990. 'l'herefore, 

all the penaitti.Dg processes would have been gone through 

for this aine in order for the penait to be iaauad. 

s HR. CHAUHAN : Is this area which would be c!eaipated the 

6 location of this well in the approved lline plan or bu a 

7 aine plan been on file? 

a HR. BRBHDLIHGBR: well, what we baven•t done 1a -- the PHD and 

a ell that bu been addressed. 

10 HR. HcGLOTHLIH: Wbat 1a PHU? 

11 HR. BRBNDLIHGBR: Proposed atntng area throu.gh the DKLil, we've 

12 ac!dress that. 'l'bat encoapuaea all the area prior to 

13 HR. CHAIJIHAH: But you don't have a aine plan for that 

1• particular area in the Jaw Bone, 1a that correct? 

tS HR . BRBHDLIHGEil : We have a lline plan . It's the not -- the 

16 one with this particular area is not on file. But the PHD 

11 was -- we uended the PHD to cover that on Hay 28th, to 

t8 cover that ac1ditional area. so that waa prior to the 

19 aubll i ttal of their perait application on .nme 14th. 

20 HR. c::HAIJUCAN : You have subaitted one that dou have the •ine 

21 plan? 

22 HR. BRENDLINGER: With the PHU whicb a4dreaaea that we'll be 

23 111ni.Dg Within tbat area at aoae point . 

24 HR. CHAIRMAN: Not tbe PNU but the mine plan itself? 

2S HR. BRBHDLIHGER: Tbe ai.De plan itself, we have not auhaitted 

, 



• the r ecent 111De plan . 

2 HS. HORGAN: 'l'hoae are two aeparate doCUJienta. 

3 HR. CIUURHAH: R.ivht . I understand. Bat it has statutory 

4 aivnificance aa vall . 

5 MS. HORGAN: Yes, sir . 

6 HR. ULLY: I'd like to aak if a waiver by Ashland on theae 

1 notJ.fications requireaenta would satisfy that concern on 

8 Red Aab? 

9 MS . HORGAN : Aa to the Red Ash seaa, yes, sir, it would. 

10 HR. DLLY: Is Ashland villin9 to do that? 

11 HR. McQUXRB : I vuess if Jewell will then avree to sip that 

12 avreeaent in six •onths sayinv it's safe fo.r us to drill . 

13 HS. HORGAN : No • • 14 HR. McGLOTHLIN: I don't think the question is for us to 

15 deteJ:'Jiline if Aahland will sivn an avreeaent or not. 

16 That's somethinv that should be worked between th.e 

11 parties pri vately. 

18 HR . CHAIRMAN: I think the Board aellbers were just tryin9 to 

19 see i f the parties were that close can you 90 ahead and 

20 work it out uonv yourselves . But it appears that that 

21 possibility baa been explore and the parties 

22 HR. McQUXRB : It baa at len9th and we even took a lenQ'tby 

23 break at the bevinninv of the Inspector• s decision and 

24 talked it out. 

25 MR. CHAIRMAN: I sanae that the parties don't think that a 
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resolution is here but perhaps after the decision it ~~ 

2 be worked out anyway. 

3 HR. HAlUllS: I have a question about the •oratortua. It's a 

" level question actually. If the par.it is issued and 

s than a 11oratoriua is in place 1a the perait legal.ly stm 
6 there? 

7 HR. CHADtHAN: Yea. 'l'bat•s a valid permit. 

a HR. HARRIS: 'l'be other question about the 200 feet and the 500 

9 feet -- I know that' a not in front of us - but those 

tO tbinvs do have to be don.e then -- the filin9 and all? 

11 HR. CHAIRMN: R19bt. Any other questions? Do I have a 

12 11ot1on? 

t3 HR. llc:GLO'l'BLIH: I move that we uphold the Inspector's 

,, decision. 

tS HR. CHAIRMAN: A motion to uphold the Inspector's dec.ision. 

t 6 HR. MASON: Second. 

t7 HR. CHAIRMAN : A motion and a second. AnY further dia-

t8 cussio.n? If not. all in favor aipify by aayinq yea. 

19 (SOHB AFFIRM.) OppoSed say no. (HR. IVMS DBRIBS.) ODe 

20 no by Hr . Bvana. 

21 HS. HORGAN : Hay I address we second issue which I was saving 

22 so I wouldn't have to take up the Board' a time? 'l'be 

n second issue that we have in an objection to a findin9 

24 of fact which states -- it's at nu.her B -- that Jewell 

~ in the bearinv agreed in cross-ex .. ination that ainin9 on 



1 and in the vicinity of t.be proposed well would be 

2 coapleted in five aonths. I've included in eac.b of your 

3 packets our proposal of what we would like the findinq of 

4 fact to state as to E. '1'1Us specifically - -the five 

5 mont.bs dealt only with the Red As.b seu. And in the 

6 bearing both the Red Ash seu and the Jaw Bone sea• were 

7 discussed. '!'here s.bould be a sinqle sheet of paper in 

8 what I banded to you. I gave a packet to Hr. McQuire 

9 also . 

10 HR. McQUIRE: I have lots of papers in front of ae. 

n HR . CHAXBHAN: one page, one paragraph. 

12 MS . HORGAN: Yes. 

13 HR . McGLOTHLIN: You're asking to subait this? 

14 HR . MASON: S.be wants it made a part of the record. 

15 HS . HORGAN : we would like under the findinq of fact B to be 

16 revised to read as this because it's in the transc:ri,pt. 

11 W.bat appears here is complete as far as it qoe.s for the 

18 Red Ash seu, but it does not discuss the Jaw Bone seu. 

19 HR . CHAIRMAN : Hr . Fulaer, let 11e ask you a question. What i .s 

20 your reasoni.nq for not includtng the provision on the Jaw 

21 Bone? 

22 HR . FULMER: There was no mininq plan. 

23 HR . CHAIRMAN : Do you have anythinq, Hr. McQuire? 

24 HR . McQUIRE : Frankly I think this is what we were talkinq 

25 about here -- the five a onths we were talkinq about the 



• Red Aab. AD.d that wu the safety concern that wu 

2 addressed by the tnepector . 

3 KS. HORGAN: would you have any objection then to aalting the 

4 f1Dd1D9 of fact read as what I've placed before tout 

5 HR. NcQU1RI : I've talked with ay co-coun.el and we'd like to 

6 put a period after five aontha and clelete the rest of it 

1 because I think that's what we were talking about. It 

e was the Red Aab seu and I don't aind --

11 HR. JOHNSOH: JUet aate it clear on the record it's the Red 

10 Aab aeu. 

11 HR. NcQUIRI: Tbe record speata for itself that we did talk 

12 about the Jaw Bone seaa. 

13 KS. NC.RGAN: OD Paqe 27 . • 14 HR. CHAIRNAH: '1'0 ae what we really need to vo to u far as 

15 the Board is concerned -- and I '• certainly acting bare 

16 steppiDq aside froa the chair and u a Board aeaber 18 we 

11 really need to see on which basis the Inspector aad8 hie 

18 decision and wbetber or not the Inspector would consider 

111 that a findinq, not necessarily whether the parties would 

20 agree that it's the findinq. 

21 HR. NASON : Yeah. Plus I d.on•t see bow we can tum around and 

n tell the Inspector wbat be tbiDks. 

23 KS . MORGAN : Tbat' s the purpose of section 9-6. 14: 12. Tbe 

24 agency shall afford opportunity for the foraal tUinv of 

~ evidence upon relevant fact issues. ADd that•a the 
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position that we are talting, that you have the authority 

under this statute which is the ad•1niatrativa procedure 

act . 

~ KR. OIA%RMJUf: 'fbat this ia a relevant fact that wu not 

5 considered? 

6 MS . HORGAH: Well, it wu --

7 KR. CIIADUCAH: Vas not identified as a foraal -

6 MS. HORGAH : Ill the finding of fact, that we diacuaaed it, 

9 correct . 

10 KR. McGLO'l'IILIH: Mr. Cbairllan, if we QPhold the I:D.spec:tor• a 

11 decision and that decision is baaed on the fincUng of 

12 fact of A tbrouc;rh B do we not condone that what Hr. 

13 Fulller baa put here was correct to begin with? 

1 ~ KR . OIA%RMJUf: Well -

15 MS . HORGAH: For the record then 1 will. note our objection to 

16 the findings of fact as Paragraph B 1D the Director• s 

11 decision. 

18 KR . OIA%RMAN: 'fbat•a fiDe . For the record, if th.e Board 

19 wishes to act on this -- let • a qo ahead and take a vote 

20 here . Do you want to act on this or not? Doea the Board 

21 consider that it ' s already accepted the Inspector's 

n finding of fact and the prior decision? 

23 KR. MASCH : can I interject one thing before we do that? 

24 MR . CHAIRMAN : Yea. 

25 MR. MASON : Would you read that again? 
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1 HS. HORGAN: Uh-buh. •'l'be agency sbaU afford opportunity for 

2 

3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

the foraal takiDg of evidence upon relevant fact. and 

issues in any cue in which the basic lava provide 

expressly for decisicma upon and after hearing and aay d.o 

so in any cue to the extent that inforaal procedures 

under Section 9-614.11 have not been bad or have failed 

to dispose of the cue by consent. • And then it talks 

about the reasonable giving of notice and then section C 

says, •ID all such foraal proceeding the parties shall 

be entitled to be acca.panied by and represented by 

counsel , to subait oral and d.ocuaentary evideDce and 

rebuttal proofs, to conduct such croaa-exaw1nat1on.• -

it goes through about that. •'l'be residing ofLicers of 

sucb proceedings are in power to ad.iniater oaths and 

appra8ations, receive probative evidence, exclude 

irrelevant, imaaterial and substantial privileged or 

repetitive proofs• which I ' ll probably see with WI and 

•oversee an accurate verbatill recording of the evidence. • 

Than there's a whole other list of -

20 HR . MASON : Hr. Cbairaan, let •• suggest saaething. I don • t 

21 think that provides person&Uy our counsel can -- I don • t 

22 see how that gives ua a right to go back and change s011e 

23 finding be aade . If abe wishes to put on eVidence and 

2~ put this into evidence before this Board to aaka tbia 

25 state.•ant , put bia under oath , put this into evidence, 

!II 
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and have it as part of the record as a fact present today 

2 it can be there. I don't aee bow we can CJO back and 

3 change what be found. But if she waata to have that u a 

4 part of the record as en uncontroverted fact it ae ... to 

s •e the appropriate way to do that would be to have that 

6 evidence preaented today as a part of tb1.s hearing. 

1 HS. MORGAN : That's what I've done in presenting the tran-

8 script to you for you conaideration. 

9 HR. McGLOTHLIN: But is that part of tb1a hearing? 

10 HS. HORGAN : I will llake it an exhibit. 

" HR. NASON: Yeah. It's already in the record. 

12 HR. HcQUIJll: I won't object to it. 

13 HR. CHAIRHM: It's part of the record anyway • 

14 HR. NASON: Okay. 

15 HR. CHAIRHM: You know, going back to the fact that the 

16 Inspector's decision baa been upheld by the vote of the 

11 Board and then after the Inspector's deci.aion is QPheld 

18 we have the additional request, I'• aalt.i.Dg the Board do 

19 you want to consider the additional request after having 

~ •ade the decision? 

21 HS. HORGAN: Well, as I indicated when I first started, if the 

~ decision bad been pro; to Jewell smokeless it would have 

n made moot this complete issue and I did not wish to waste 

2~ the Board's tiJie by bringing it up. 

25 HR. CHAIRHM: I understand. We respect that. I'• not trying 

99 



• 

• 

• 

to diniaa wbat we•re doinv. I'• tryinv to just vet u. 

2 to tbe be art of tbe aatter for tbe vote. 

3 HR. Hc:GLOTHLIH: Will Ha. Morvan certify to us tbat all otmera 

4 of tbe Jaw Bone aeaa within tbiJI area have been noticed 

s for tbia bearinv today? 

6 MS. HORGAN: No, air. 

7 HR. McGLOTHLIN: Then I see we •ivbt have a notice problea if 

a tbey• re diacussinv Jaw Bone. 

9 MS. HORGAN: How would tbat be relevant to tbe issue of our 

10 objection? I don • t know that we • re required statutorily 

11 or reQUlatory to Qive such notice to those 1ndiv1.dnals. 

12 HR. JOHNSON: They vot notice in tbe well application. '!'hey 

13 would bave notice tbat there was a hearinv on the well 

14 application. 

15 HS. HORGAN : An.d if tbey did not attend and be repreaented 

16 tben tbey would waive any addi,tional notice to any 

11 additional procedures under that permit. 

18 HR. JOHNSON: This statute narrows the participants if you 

19 read it carefully. It is a •icroscopic type of statute. 

20 HR. Hc:GL0'1'HLDf: I just wanted to •aJte sure. 

21 HR. OIAlltMAN: We're clear on those. 

22 HR. HcQUIRB: I won't pretend to lecture on a field procedure, 

n but it is an issue tbat could be raised on appeal askinv 

24 tbe Court above to direct so and so to •aka spec.ific 

25 findings of fact tbat they tbink we • re •ade • 
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• 1 MR. MASOH: I would •ova that we not consider t.IUa on the 

2 basis that our previ.oua decision has rendered uy 

3 couideratiou as •oot and note that the Board does, 1D. 

4 fact, recoqnize that the transcript of the hear1Dq before 

s the Director includad t.IUa inforaation. 

6 MR. KELLY: I second that. 

1 HR. aiAIJIMAN: We have a .ation ud a second. FUrther 

e diaew~aion? All in favor siqnifY by aaJiDo X!!· (ALL 

s An'IRM.) OppOsed say no. (RDRB.) '!'he 110t1on c~ea. 

10 HS. HORGNI: Thank you for your ttae. 

11 MR. c:HAXRHAR: '!'hank you. We're going to adjourn for lunch. 

12 We'll be back about 1:10. 

13 (Al'TBR A LURa!BON RBCBBS, 'l'RB BBARDIG COift'IHUD AS • 14 FOLLOWS:) 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2<1 

25 

• 
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I'I'BH IV 

2 

3 HR. aiAIBHAN: 'l'he next itea on the agenda 1JI a pet1t1on froa 

• Aahland BxPloration for force pooling of a cSri.l11Dg unit 

5 ZD-34. '!'his 18 docket DWiber VGOB-93/09/21-0405. We'd 

6 uk the parties that wub to add.reaa the Board 1D tb1.a 

1 utter to coae forward at tb1.a tiae. 

a HR. McQUXRB: Aahland Bxploration repreauted by Grant 

9 McQuire, attorney, and witnesses Bernard Ul.i.Dc:y and 

10 Richard vanucua and aa another party representative of 

11 Pine Mountain ou and Gas, Richard Rare. 

12 HR. c::JIAIRMAR: Are there any others that wish to addreaa the 

13 Board 1D th1.a aatter? 'l'he record wlll show that there 

14 are none. You aay proceed. 

15 HR. McQUI:RB : Board aeJibera, aa you know, Ashland baa been 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

objecting to coalhed aetbane petitions before tb1.a Board 

for aany years and to my knowledge we•ve taka tbu 1IPOD 

appeal and there• s been no ruling as to the conatitution­

ality or other issues that Aahland baa raised. so today 

we coae to you 1D a new and unuaual position aa an 

applicant . In doiD; so we • re takiDg advantage of the 

very statute that we have actually challenged. ve•re 

doiD; it as a special circUIIstance and without pnjucUce 

or arguaents upon appeal, but we realize that if we win 

upon appeal it aay adversely affect our application that 
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3 

4 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

we're brin9in9 before you today. HoWever that aay be, we 

are also ill the unusual position of work1n9 with a coal 

CQIIPany, Pittston, Clichfield coal, Pille Mountain. 

Ashland still belJ.eves that it OWJUJ the coalbed gas as an 

oil and 9as lessee but realizes that that's a title 

question and it • s not before thJ.a Board. we also reaHze 

that tbJ.a Board has accepted certain arvuaenta be~ore and 

that if Ashland hopes to process applications b~ore thJ.a 

Board it needs to do so consistently with the ~or11atJ.on 

that you all have received before and have blessed 

before. The only party that we seek to force pool today 

is Geor9ia Pacific. Ashland has a lease -- an oil and 

9U lease with Geor9ia Pacific. It is not a coalbed 

methane specific lease. Ashland takes the position that 

it illc:ludes coalbed methane, but we understand that there 

may be a title dJ.apute and my testillony will shaw that we 

have talked to Geor9ia Pac.ific and just haven • t dJ.savreed 

but haven't been able to reach an a9reeaent . We ask that 

their perc:enta9e be force pooled and escrowed. ~ f .irst 

witness I would like to present is Bernard UlJ.ncy. I'd 

lilte him to be swom ill if that pleases the Board. 

22 COURT REPORTER: (swears witnesses.) 

23 

24 

25 
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BIRJP.RD ULIHC1' 

2 a witnus who, after having been duly sworn, wu e•••tned end 

3 testified aa follows: 

5 

6 

7 BY MR. Kc:gtJ!ll! : 

8 Q. 

9 A. 

10 Q. 

II A. 

12 Q. 

13 

I• A. 

15 Q. 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Please state your nue for the record. 

Ky DUe is Bernard J. Ul.incy. 

Where are you eaployed? 

I'a e.ployed with Aah.land EXploration, I:nc. 

Do your duties include aanagoent of the application 

that's before this Board? 

Yu, they do. 

Tell this Board your educational background. 

I have a four year college degree. I graduated in 1975 

froa (Xnaudible.) university in Pennsylvania. I attended 

graduate school for two years in 1975 to 1977 at IDdiana 

state university in xn.diana. After attending graduate 

school I worked for a corporation in Houston by the naae 

of Aero-Surface COrporation for two years. 1n 1979 I 

moved on to Aaex Petroleua corporation where I entered 

the oil and gas industry as a land aan and worked in 

various capacities in the land departaent sec:uring oil 

and gaa leases, securing titles, settling duage c:laiaa. 
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9 

10 

11 

12 

13 

, .. 
IS 

16 

17 

18 

19 

Q. 

A. 

I aoved froa Allex Petroleua in Houston to Mitchell BDerU 

COrporation in COluabua, Ohio in 1981. I 110rtad there 

till 1985 again nploye4 u a land IUD . I continued 

securing oU and gas leasea, clearing titlu, 110rk1Dg on 

joint developaent contracts and a laesione for the 

coapany on Federal leases . ID 1985 I aoved on to Ash1and 

Bxplorat.ion, IDe., IIY currant nployer, in Aabl.and, 

Kentucky and have been with tho since 1985 doing a lot 

of the sue type duties as a senior land aan with othar 

obligations such as representing the corporation in board 

bearings, continuing in joint developaent contract., 

negotiating operating aqreeaents, settl1Dg daaaqe cbias 

and working with other c:oapaniea to i.Daure developaent of 

the coapany• s assets. 

Do you bold any officu in any profesdonal associations? 

currently I u the president of the ~alacbian Aasoci.a­

tion of Professional Land Hen which represents a qroQP of 

about 240 land aan in Vir91D1a, West Vir91Dia, Kentuc:Q 

for this past year. 

20 HR. McQUIRE : At this tiae I would like to introduce and have 

21 this Board accept Hr. Ulincy as an expert witness in the 

22 field -- as an expert land aan and be able to testify as 

23 an expert in title aatters . Also be will be testifying 

2~ as a fact witness about the application . 

25 HR . CHAIRMAN : Any objections? Without objection • 
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• 1 Q. 
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3 A. 

• Q • 

5 

6 

7 A. 

8 Q. 

9 

10 A. 

, Q. 

12 A. 

13 Q. • 1. A. 

15 

16 

17 

18 

19 

20 Q. 

21 

22 A. 

2:1 Q. 

24 A. 

2S Q. 

• 

(Kr. Hc:QU1re cont1nues.) Kr . Uli.Dcy, are you f811il1ar 

with the application in this aattar? 

Yea, I u. 

Does Aahland £xplorat1on intend to force pool the 

drilling rights to the coal.bed aethane beneath the Tlller 

seu 1D the UD1t? 

Yea. 

Does Ashland have a laue on a tract dr1.lled within the 

UD1t? 

Yes . 

Will Aabland be the operator? 

Yea . 

What is the nature of this well? 

We have a joint venture aqre01ent with the Pittston 

coapany, a coal ccmpany in the area. We are CliQing to be 

drilling a quadi-conventional well that's situated on 

this property. Actual.ly a twin locat1on to an exi.&ting 

conventional we.ll that's situated on our Clincb.fi.e.ld coal. 

lease. 

Were efforts made to deteraine the addresses of the 

interested parties? 

Yes , they were . 

Are the addresses correct? 

Yea. 

Did you cause not1ce of the application to be aailed to 
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3 A. 

• Q . 

5 A. 

6 Q . 

7 A . 

8 Q . 

9 

10 

11 

12 A. 

13 Q • 

14 A. 

15 

16 

17 

18 

19 

20 

21 Q . 

22 

23 A. 

24 Q. 

25 A • 

tho.. parties thirty days or aore prior to thU scheduled 

hearinv? 

Yes . 

Are the vreen carda for the noticu in your possession? 

Yes, they are. 

Did all receive notice? 

Yea . 

At this tiae I'd like for you to turn in those green 

carda to Hr . Fulaer . ( Pauae . ) Prior to the hearing ware 

efforts ude to contact the parties to work out avree­

aents? 

Yea. 

What efforts have you made? 

Well, we're operating under an existing oil end qu lease 

with Georgia Pacific corporation. We are producing 

conventional vas under that lease which is currently held 

by production . At this point in tille we don't have e 

coalbed specific lease but we feel that our oil and qaa 

lease gives u the right to operate a coalbed aethane 

well on the property . 

You have approached Georgia Pacific about voluntarily 

voinv alonv with this, have you not? 

Yes. 

Have you received any definitive response froa thea? 

No, I have not . 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

If you have to offer a lease under this agplication tdult 

would the teras be? 

we would offer •5 per acre as a bonus consideration for a 

five year lease with a one-eiQbth royalty. 

Do you recauend that this order provide that any 

elect.ion be aent to Ashland at ita address 1D Section 1.1 

of the application? 

Yes . 

Should this be the address for all ~cationa with 

Aahl.and concern1ng pooling uttera? 

Yea . 

Bow auch tille froa the date of the order should peraODJI 

have to fUe written electione? 

Ten days . 

And if any person elects to participate how mach tiae 

from the date of the order do you rec:c.aend that such 

person pay Ashland his or her share of the vel.l coat? 

Fifteen days. 

Does Ashland expect the electing party who partic:J.patu 

to pay in advance that party• a share of drilling and 

comple tion costa? 

Yea . 

Does Ashland have available today a copy of the drilling 

well estimate attached to the application in thia uttert 

Yes. 
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9 A. 

10 Q. 

11 

12 

13 

14 
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16 A. 

17 Q . 

18 

19 

20 

21 A . 

22 Q. 

23 A. 

24 Q . 

2S 

Do you ncoaend that the force pooling order provide 

that if any peraon elects to participate but fail.B to pay 

or furnish security satisfactory to Ashland for payaent 

of well costa then aucb penon • s election to participate 

shall be treated as bav1Dv bee withdrmm and such person 

should be treatecS as if no initial el.ecUon had been aade 

or aucb entity aboulcS be treatecS aa if not initial had 

been f 1lecS uncSer the force pooliDV order? 

Ye•. 

Do you ncoaucS that the force pooliDV order provide 

that vbere a person elects to participate but is .ore 

than 30 cSaya 1D cSefault with re;arcS to pa,.ut of wel1 

costa that any cub 81111 bec011.1DQ payable to sucb person 

or entity be paicS U.tead towarcSa sucb entity or person's 

pro rata coat of aucb vel.l costa? 

Yes. 

Does AsblancS seek to have any person who cSoea not aake an 

election uncSer the force pooliDV orcSer to have been 

cSeuecl to bave leuecl bia interut 1D vu to AsblancS 

Exploration as tbe coalbecS aethane vu operator? 

Yea. 

How large an area do you propose to pool? 

We will be pooliDV an ao acre square vricS, 3134. 

This is 1D the Oakwood BeeS lxt.ena1on area, ian•t that 

r1qbt? 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

That's correct. 

Are there any parties to this application wb.ich you nab 

to drop? 

No. 

You have an uoderat.an41.Dg nth Clinchfield Coal Ccmpany 

about this procaas, ia that right? 

That's correct . 

ID Bxhihit D on escrow reco-endation Ashland baa 

provided on the naal.l. tract owned by Georvia Paci.fic 

thdr interest for royalty, on the larva tract - there 

are two tracts of coal as mcplaiDed on the aap. A sw•l 1 

triangular tract and what I will re~er to aa the large 

tract . Is it 11y uoderstan41.Dg that Georvia Paci.fic baa a 

20 percent interest in the oil and gas on the larva 

tract? 

That's correct. 

ADd they have a 20 percent interest in the coal on the 

large t r act? 

That's correct . 

Ashland baa note on Bxhibit D that the total royalty 

interest to be escrowed on the larva tract ia 98.95 

percent of the unit. Do I understand that you have 

talked with Clinchfield Coal and they would lilte thdr 80 

percent of that portion -- of royalties paid directly to 

thea pursuant to the agreueot? 
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I A. Tea. 

2 HR. Hc:QUXRI: At this tiJie I want to introduce Hr. B~art 

3 fro• ClinchUeld coal and si.Jiply have hill affira that 

4 that is what they would like to do. If be could be taken 

s out of order and sworn juat to affir8 that. 

6 HR. aiAIRHM: 'l'bat•a fine. 

1 HR. HcQUIRB: I appreciate it. 

6 COURT RBPORTBR: (SWears witness . ) 

9 HR. HcQUIRI : Hr. Brillhart, you've heard tutiaony by Bern 

to Ulincy. can you afUa that Cllnchf.ield coal would llke 

11 its 80 percent royalty to be paid dJ.rectly to it and not 

12 be escrowed? 

13 HR. BIULLHART: 'l'bat is correct. Both Pine Mountain and 

t4 Clinchfield are wholely owned subaidiariu of Pittston 

IS coal company. Pine Mountain 1a the operator of oil and 

tG ;as interests which means coalbed methane as we.11 as 

11 conventional ;as for development. Internally we have an 

18 a;reuent with ClinchUeld coal that all royalUea be 

19 paid to Pine Mountain throu;b Clinchfield, both being 

20 subsidiaries . 

21 HR. HcQUIRI: I just have one last quesUon for Hr. Ulincy. 

22 Q. (Hr . McQuire continues.) Are there any parties that you 

23 

24 A. 

now want to drop? 

No. 

2S HR. HcQUIRI : 'l'bat • s all the questions I have of this witness • 
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1 HR. CHAIRMAN: Any questions, aeabers of the Board? 

2 HR. McQutRB: I will be bavin9 a witness ta1k1n9 about wel.l 

3 coats. 

• HR. CHAIRMAN: Do you have peraission froa Pine Mountain and 

5 Clinchfield to frack in the coalbed? 

a 'I'HB WITNIBB: Yea, we do. 

1 HR. CRAIRHAH: You do have that? 

8 'I'HB WITNIBB: Uh-huh. 

9 HR. CHADUIAH: Is that on record? 

10 HR. McQUIRB: It is before the Inspector. 'l'be Inspector found 

11 in the perait hearin9 that we have satisfied the consent 

12 to atiaulate. 

13 HR. McGLOTHLIN: Hr. McQUire, are I ri9bt in my thfnt1n9 that 

1• the oil and 9&8 and coal owner of tb1s 79.163 acres is 

15 the sa~~e? 

16 HR. MCQUIRB : Geor9ia Pacific bas 20 percent, on.e-fifth. 

11 Levally the coal owne.r and the oil and 9as owner are 

18 separate parts of Pittston if I'm not mistaken. 'l'bey are 

111 a sister or brother or affiliate company and that way 

20 they' re the sue. But le9al1y they are different 

21 companies. Clincbfie.ld COal is a different c011pany fraa 

22 Pine Mountain Oil and Gas, both of whoa have four-fifths 

~ interest in their --

24 HR. McGLOTHLIN: Wbolely owned subsidiaries of a different 

25 company? 
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1 HR. BRILLHART: Wbolely owned subBidiariea of Pituton coal 

2 CoQany. 

3 HR. HcGLO'I'IILIH : Right . I wu jWit looking to see if there 

4 wu any third party out there . 

5 HR. BR.D.LJIART: No . 

6 (Witness stands uide.) 

1 HR. HcQUIRI : At this tiae I would lik.e to introduce Hr. 

a Richard vanucun to the Board and uk that he be sworn in . 

9 COURT REPORTER : (SWears witness . ) 

10 

II 

12 a witness who, after having been duly awom, was •XJIW!tned and 

13 testified as follows: 

14 

15 

16 

DIRBC'l' BXAHZNATION 

17 BY HR. HcQtriRB : 

18 Q. 

1!1 

20 

21 A. 

22 Q. 

23 

2<1 A. 

25 

Hr . Vanucun , have you testified before this Board u an 

expert before -- either this Board or itJI predecessor 

board? 

Yes , both . 

Would you briefly tell the Board your duties at Ashland 

Exploration? 

My dutiea at Ashland Exploration -- ay title is engineer­

inQ advi sor . My duties priaarlly include analyzinQ 
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baaically investllants in the oil and vaa induatry. I 

2 review wells with our veolovista to deterwfne the 

3 reserve• and the value of the proposals and aaJte recOil-

~ aandationa to aan.quent on whether or not to dr1.l.l 

5 wells. Tbat • s IIY priaary duty. I have other duties 

6 relatin; to trouble sbootin; for prodnction operationa 

7 and that sort of thin;. I • a the reservoir and production 

a en9inear . 

9 HR. McQUI.RB : At thu tiae I would l1Jte to offer Mr. vanuc:un 

10 u an expert u a reservoir and production en9ineer. 

11 I'll put tastilllouy on about the value of dri.l11nv coats 

12 and reservoir values. 

13 HR. CHAIRMAN: ADy objections? You aay proceed • 

1. Q. 

15 

16 A . 

17 

18 Q. 

19 A. 

20 Q. 

21 A . 

22 Q. 

23 A . 

24 Q . 

25 A • 

(Mr. McQUire coutiDuu.) Mr. vanuc:un, what are the 

estt..ates for production for this well in this unit? 

We've estiaated the recoverable reserves at 370 ailliou 

cubic feet . 

Tba estimates for production are 370 aillion. 

Ri;bt. 

Wbat are the estimated reserves for the unit? 

Estiaated reserves are aoo ailliou cUbic feat of vaa. 

How much are the total estimated costa for the well? 

$215,000 . 

That's reflected on EXhibit c, is it not, your AFB? 

That's correct . 
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4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Q. 

A. 

Q. 

A. 

Prior to tbis beariDg you infonud ae tbat your estiaatad 

costs vou1d reaai.D tbe saae but c11c1 not 1Dfom ae tbat 

tbere were at leut tvo ito. tbat need uending on tbe 

AFB? ta tbat correct? 

'J'bat • a true . 'J'bis AFB wu actually prepared for a 

aoaewbat sliCJbtly different location. 'rb1.a well baa been 

cbanCJed by a laue a litt1e bit and tb1s location ... 

prepared before tbe f1Da1 eurrent1y peraitted propoaad 

location wu eatabUsbed. 'J'be overa11 coats shou1c1 be 

about tbe saae . Since we are pointing tb.1.8 well - or 

tbe first line iteJD on tbere, location, preparation and 

aaintenance sbou1d be considerably lower tban tbe 

estillated cost. However, the proposed '1'D on tbe origi.Dal 

we11 was fifteen to 150 feet . 'J'be proposed '1'D for tb1s 

weU is 2,100 wbicb in tum increases tbe cost of tbe 

well. But tbe bott011 liDe is pretty auc:h cl.ose. We'll 

stick witb tbis total as a net cost of $215,000. 

Does Asbland bave a blanket bond on fUe to cover 

reclamation coats? 

'J'bey do. 

21 MR. McQUIRE : I bave no further questions for Mr. vanucun. If 

22 this Board vou1d like to ask bill questio~. 

23 MR. CJIADUCM: QUestions, aeJDbera of tbe Board? 

24 MR. McGLOTHLIN: Mr. vanucun, Did you prepare tb.1.8 An? 

2S TBB WI'!'HBSS : No, I did not . It wu prepared by tbe drilling 
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• and engineer ing departllent. 

2 HR. HcGLO'l'IILDf: rust of all, it's not sivned. I'd lilte to 

3 bring that to your attention. secondly, I thiDJt you're 

4 offering ua an invalid An. If you're telling ae that 

s the site and prep is different and the drilling cost is 

6 different I thiDJt you need to resubiDJ.t an An - accurate 

7 An. 

a HR. Hc:QUXR.B : I bave to apologize . I did not know until after 

9 filing this the inaccuracy. I wonder -- the costs that 

10 are estilllated, total costs, are accurate to Hr. vanuc:un' s 

11 knowledge. I wonder and would request this Board if it 

12 chooses to bless this application to al.low us to flle 

13 within five days an An that reflects that Hr. Vanuc:un • 14 bas testified to today. I apologize for not having the 

15 accurate nuabers in front of you. 

16 HR . McGLOTHLIN: Also what's the U basically the gas and 

17 oil and coal and everything is owned by the same peopl.e 

1a why can ' t you just stilllulate - frac:k the coal seaa and 

19 stillulate and draw from the &Bile well? Why do we need a 

~ separate well? 

21 THE WI'l'NBSS : It's c:beaper to do it this way. Are you taUring 

22 -- a well cOJDpleted in the Berea . It's continuing to 

23 produce from the Berea . We're going to twin it with a 

24 separate well . For exuple, the well will be booked to 

25 the puJDping unit . To have a twin wel.l with a puaping 

• 
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2 

3 

4 

s 

6 

unit on it ia a soaethin9 ve don't vant to vet into. 

It's not upossible, but it's k1Dd of a Divht:aare and it 

causes a lot of p r obleaa. You also have four and a half 

inch caainv in the ax:istin; vel.l bore and have tva 

strin;s of pipin; - tva separate COJIPletiOD.S and a four 

and half inch caain; is Ul advised. A prudent operator 

7 vould not set up a vel.l for this that vay. 

8 HR. Mc:GI.O'l'IILIN: You don I t vant to atnvle the vas? 

9 'l'BB wrnmss : It' a not a question of co-in; lin; the gas. 

10 After the vall is set UP vith a - it baa a separate 

n coQletion, a packer aeparatinv thea, because you have to 

12 set a snmpin; unit of aoae kind to devater the coal. 

13 

14 

Ullleaa you vant to dUIIP al.l the vater froa the coal seua 

d.ovn on the Berea and atte.pt to PUIIP it back UP froa the 

IS Berea, it's just - as I say, it vould be a aeehaDical 

16 Di;htaare . 

11 HR. McGLOTHLIN : What are ve talkin; about price visa? 

18 THE wrnmss: Pardon ae? 

19 HR. McGLOTHLIN : What are ve talkin; about in the di£ference 

~ in prices to drill a separate vall or to tv1D this vel.l? 

21 THB wrnmss: What vould it coat to twin the 8ld.stin; vall? 

22 HR. McGLO'l'IILIN : Yea, air. 

~ THE WITNBSS : I don't have a cost estimate for that and I 

2" vould not prepare one because it's -- as I point out, 

~ froa a production standpoint it's ill advised. You 
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10 

11 

12 

13 • 1 .. 

15 

16 

17 

18 HR. 

19 

20 HR. 

21 HR. 

22 HR . 

2:1 HR . 

2 .. HR. 

25 

• 

wouldn't want t o do it . Sometimes the initial cost of an 

operation like that is not as significant as the cost of 

try1ng t o maintain and operate it. If you have soma 

mechanical problem later on you have to go in, say , to 

recover tub1ng or something and when you have two stings 

of tubing and a four and a half inch casing it becomes 

very unlikely that you will be able to rework a well. It 

would be ill advised. I wouldn't advise anybody to put 

the1r money into a project like that . As I say, I can't 

tel l you that it's impossible to do that. It just 

wouldn ' t be -- i t's not generally dona . It causes 

problems and difficulty with working with such things 

wrench p1pes and small casing, not to mention rods -­

ther e's a couple of rod pumps o.n a well and so forth. So 

1t's not pract ical - what I'm testi fyinq to is i t 's not 

a pract1cal posSlbihty to duly complete tbi.s vall as a 

Berea and coal seam gas wel l . 

CHAIRMAN : Other questions? 

(Witness stands aside.) 

McQUIRE : That's all I have . 

EVANS: Agun with the AFB, when you sign it - -

HcQUtRB: Pardon me? 

BVAJlS: With the AFB or DWE --

McQUIRE : We will get that siqned and updated with 

accurate costs within five days . 
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HR . EVANS : Update your dates, too. 

2 HR. McQUIRE : Update it as vell. 

3 HR . CHAIBHAH : Anytblng further? Do I have a motion? 

4 HR . EVANS : I rnove that ve accept the petition vitb the 

5 stipulatlon that an accurate updated signed PWB is 

a submi.tted to the Inspector vitbin five davs - five 

1 vorkina dAYP4 

a HR . KELLY : I second that . 

9 HR . CHAIBHAH: A motion and a second. Further discussion? 

10 If not. all in favor signify by saying yes . (SOK8 

11 AFFIRM . l Opposed say no . (OI'JB DBMIBS. l Tbe motion 

12 carries , 

13 

,. 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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ITBH VI 

2 

3 HR . CHAIRMAN : The next item on the agenda is a petition from 

4 Ashland Exploration for force pooling of PKG-18 well . 

s This 1s docket number VGOB-93/09/21-0406. We'd ask the 

e parties that wish to address the Board in this matter to 

1 come forward at this time . 

e HR . HcQUIRE : Ashland Exploration by Grant HcQuire . I want to 

9 1nform this Board that when we filed this force pooling 

10 appl1cation there were many parties who had oil and qas 

11 1nterest and there were six unleased Tolliver be irs. 

12 S1nce the filing of this application four of those 

13 Tolliver heirs have leased and I believe Hr. Ulincy must 

14 

15 

have read Hr . Mason's mind because yesterday be called 

t he two people who had not leased and they said that they 

16 appreciated the call , that it bad not been at the top of 

11 theu agenda but they would like to lease . Based upon 

18 that 1nformat1on ve would like to vitbdraw this because 

19 va believe we Wlll have everyone leased voluntarily . 

20 HR . CHAIRMAN : Hr . HcQuire. do you want to withdraw it or 

21 contlnue it to the next time in case -- in the event the 

~ lease d1dn't go through? 

~ HR. HcQUIRE : Well, if it wouldn ' t burden the Board I would 

2.& .:1ppreciate a continuance . I know I've begged for 

~ continuances from time to time and I bate to ask for too 
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many . 

KR . CHAIRMAN~ I thinlt under this circWDStance the Board bas 

generally been favorable for continuances so you wouldn't 

have to go back out and repetition in the event solll8thiDg 

didn't happen . 

HR. HcQUIRB: We've made arrangements to send people out to 

contact those tvo people, both of whom are out of the 

State of Kentucky, and meet with them next week in hope 

to have that under lease. 

HR. CHAIRMAN: If there ' s no objection from the Board va will 

continue that case until next bearing. 

HR . HcQUIRB : Would the Board allow me to dismiss this by 

written not ice to the Inspector once va have the said two 

under lease without having to come back before the Board? 

HR . CHAIRMAN : Yes . You may do that . 
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ITiH VII 

HR. CHAIRHAlf : The next item on the agenda is a petition from 

Ashland Exploration !or force pooling of the GPA-3 well . 

This i8 docket number VGOB-93/09/21-0407. We'd ask the 

parties that wish to address the Board in this IIIAtter to 

come forward at this time . 

HR . HcQUIBE: Ashland Exploration by Grant McQuire, it's 

attorney . I vill also have Bernard Ulincy from Aablan.d 

Exploration testifying and Richard Va.nucun from Ashland 

Exploration testifying . 

HR . CHAIRHAlf : I '11 just remind your witnesses they are under 

oath and have bee.n accepted to testify. 

HR. McQUIRE: To summarize, we came before this Board earlier 

this year with three force pooling petitions . In April 

we w1thdrew those petitions based upon our understanding 

w1th the parties. We felt we could voluntarily put them 

together 1n voluntary units . One of the parties is a 

school, Mountai n Mission , and my testimony will sbov that 

they have been contacted and have expressed a willingness 

to lease not only what is in the circular unit but other 

acreage as we ll. They're a nonprofit organization and 

rely upon pr o bona attorneys for work and Ashland bas 

consulted with a Grundy attorney who later consulted with 

an Abingdon attorney . For whatever reason -- and I will 
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have testimony - Mountain Mission bas not been able to 

respond to us, but upon information from Hr . swartz I 

don't believe they would oppose being force pooled. It's 

just that it's not been a bigh priority for their 

attorneys because they've been so busy on other matters. 

It has been a high priority for Ashland to get this well 

drilled and 1f we can wort out something in the next 

couple of weeks with Mountain Hiasion that 1B fine. But 

it is i mportant to Ashland to produce this well . At this 

time I'd like to remind Hr . Ulincy t .hat's be's under 

oath . I would like to submit b~m as an expert land man 

and have him testify as to title in this matter. Hr. 

Ulincy bas previously qualified a.s an expert before this 

Board today . I will hand his resume out aa an e~it 

qualifying hllll again . (Pause . ) I would ask tbe Board to 

accept his testimony as an expert land man and as a fact 

witness as to the application. 

HR . CHAIRMAN : Go ahead . 

URl!ARD ULINCY 

a w1 tness who , after having been previously sworn, vas 

exam1ned and testified as follows: 
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• 

• 

2 

3 BY HR· HcOUlRB : 

c Q. Hr . Ulincy, are you familiar witb the application in this 

5 matter? 

6 A. 

7 Q . 

8 

9 A. 

10 Q . 

Yes . 

Does Ashland Exploration intend to force pool tbe 

drilllng rights in this unit? 

Yes . 

Does Ash land have a lease on ~be tract dri~led within the 

11 unit? 

12 A. 

13 Q • 

14 A . 

15 Q . 

16 A . 

17 Q . 

18 

19 A. 

20 Q . 

Yes . 

Will Ashland be tbe operator? 

Yes . 

Are tbe add.resses correct of tbe interested parties? 

Yes . 

Were efforts made t o determine tbe addresses of those 

interested parties? 

Yea . 

D1d you cause not1ce of the application to be mailed to 

21 those parties thirty days or more prior to this bearing? 

22 A. 

23 Q . 

24 A . 

25 Q . 

Yes . 

Are the green cards for the notices in your possession? 

Yes . 

Dld you receive all of tbe returned receipts? 
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A. 

2 Q. 

Yes . 

Would you please band the green cards to Hr. Fulmer as 

3 part of the record? 

" A. 

5 Q . 

6 

1 A. 

II Q. 

9 A. 

Yes. 

Prior to tbis heari ng were efforts made to contact 

part ies to work out voluntary agreements? 

Yes. 

What efforts bave you made? 

There is a small tract in the west end of the unit that's 

to owned or leased to C&R. 

tt Q . 

12 

t3 A • 

, .. 

In the unit map which is attached as Bxhibit A is that 

the shaded portion? 

That' s correct . That tract , as I was saying. ia leased 

t o C&R . They have told us verbal~y in a phone conversa-

tS tion that they will farm out their interest to us and 

t6 they are currently in the position of preparing that 

t7 agreement. I do not have it in my possession right nov. 

te Additionally ve have another tract that makes up about 

t9 th1rty percent of the unit, the tract that Hr . McQuire 

~ r eferred t o as t he Mountain Mission tract. I've had 

21 ~ontact Wlth them -- initially with a Hs. Debbie Dye who 

~ represents the Mountain Mission School vbo directed me to 

n an attorney that represents them in Grundy . I've bad a 

2• conversa t ion w1tb him both on the phone and in person and 

~ 1 t appeared tha t vo were moving toward an agreement of 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

lease . Unfortunately I'm here tod.ay to say that we do 

not have that lease . He has enlisted the assistance of 

another attorney as Kr . McQuire alluded to earlier, an 

Abingdon attorney, and s ince the point in time when I 

oriq1nally met with tho attorney in Grundy I have had a 

number of phone calls that I've attempted to make to this 

attorney and I have not received any response . 

If you have to offer a lease to Mountain Mission what 

would the terms be? 

At this point in time i f we were to offer a lease to 

Mountaua Mission Schools I would offer SS per acre as a 

bonus consideration for a f ive year lease bearing a one­

eighth royalty interest. 

Do you recoiDIIIend that the orde.r provide -- let me make 

sure . You rely upon C&R 's word as far as the farm out, 

1s that cor·rect? 

That 's correct . 

And you're not seeki ng to force pool them , is that 

correct? 

No, I am not . 

You are conhdent that you have an agreement wi th them? 

I th1nk it's pretty safe to say we have approached C&R on 

other leases that they have, i n fact, before this Board 

on the Georgia Pacific A- 4 and A- 5 units, circular units 

that were approved by t he Board a number of months back . 
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2 

3 

4 Q . 

C&R also farmed out their interest to us under other 

leases , also the lessor being Buchanan Reality who's the 

property that's under lease in this unit. 

Do you recommend that the order provide that any election 

5 be sent to Ashland at its address in Section 1.1 of the 

6 application? 

7 A. 

8 Q . 

9 

10 A . 

11 Q. 

Yes . 

Should this be the address for a l l communications with 

Ashland concerning pooling matters? 

Yes . 

How much t ime from the date of the order should these 

12 persons have to file a written election? 

13 A • 

14 Q . 

15 

16 

17 A . 

18 Q . 

Ten days . 

If any person elects to participate how much time from 

the date of the order should such person have to pay 

Ashland h1s or her share of the well costs? 

Flfteen days . 

Does Ashland expect the elect~ng party who partici pates 

19 t o pay 1n advance that party's share of the drilling and 

20 

21 A. 

22 Q. 

completion costs? 

Yes. 

Does Ashland have available today a copy of the drilling 

23 we ll estlmate a ttached to the application in this matter? 

2-£ A . Yes. 

25 Q . Do you recommend that the force pooling order provide 
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8 A. 

9 Q . 

that 1f any person elects to participate fails to pay or 

furnish security satisfactory to Ashland for the payaent 

of well costs then such person's election to participate 

should be treated as having been withdrawn and such 

person should be treated as if no initial election had 

been made or entity should be treated as if no initial 

bad been filed under the force pooling order? 

Yes . 

Do you recommend that the force pooling order provide 

10 that where a person elects to participate but is more 

11 than thtrty days 1n default with regard to payment of 

12 wel l costs that any cash sum becoming payable to such 

13 person or ent1ty be paid instead toward such entity or 

14 

15 A . 

16 Q . 

person ' s pro rata cost of such vall costs? 

Yes . 

Does Ashland seek to have any person who does not make an 

11 e l ec t1on under the force pooling order to have been 

18 deemed t o have l eased his interest in gas to Ashland 

19 Expl or atton as the qas well operator? 

20 A. Yes . 

21 Q . Do you recommend that the force pooling order provide 

~ that 1f any person elects to lease his interest but 

~ r efuses t o accept cash bonus or cash bonus cannot be paid 

24 t o a party for any reason or there is a title defect ~ith 

~ such person' s 1nterest that the operator create an escrow 

128 



• 

• 

• 

2 
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• 
6 

8 A. 

7 Q . 

8 

9 A . 

tO Q . 

tt A. 

12 Q . 

t3 A • 

,. Q . 

account under the appropriate provisions of the Virginia 

Code or otherwise to hold the money in an account to the 

owner' s bene! lt until the money can be paid to the party 

or untll the t1tle defect 1s cured to the ovner's 

satisfactlon? 

Yes . 

Are you aware of the contractua~ ~t which encroaches 

onto t he proposed unit A-3 7 

Yes . 

Is that un1t reflected on the map attached as B.xhibit B? 

Yes, 1t 1s . 

How dld you become aware of this unit? 

We were i nformed by C&R . 

And you became aware of this after you bad filed the 

tS f 1rs t for ce pool1ng application in this matter, isn't 

tO that correct ? 

t7 A . 

18 Q . 

19 

20 A. 

21 

22 

23 

2-' Q . 

25 A • 

That's correct . 

Do you propose to include or overlap the encroaching unit 

1nclude 1t w1thi n the c1rcle? 

We propose to include the overlapp10; area of the 

ex1s t 1n; C&B conventional unit. It appears that is the 

way that the Board bas wished it to be treated in the 

past . 

You reflect one could go either way , is that correct? 

That's correct . 
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• o. But you are 1ncludin9 it within this unit? 

That's correct . 

• 

• 

2 A. 

3 Q . How large of any area do you propose to 1nclude i n the 

4 Unlt ? 

s A. I t Wlll be a 125 . 66 acre circle . 

& Q. Are there any part1es leased that you now wish to drop? 

1 A. No . 

e MR . McQUIRE: That's all the questions I bave for Hr . Ulincy . 

9 HR . CHAIRMAN : Hr . McQuire, how do you propose that we include 

10 C&R in any pool1n9 order? It would be all interest that 

11 would be unleased. 

12 HR . McQUIRE: If that ' s the Board's position we have no 

13 problem with that . We do have a -- technically we're not 

14 

1S 

under lease . 

wr1t1ng t oday . 

We don' t have a farm out with them in 

If the Board feels more comfortable 

16 1nclud1ng them 1n the order we don't have any problem 

17 ... ltb 1 t. 

18 HR . CHAIRMAn : I think at thls po1nt in time that - of 

19 cour se , I can ask our attorney . We have a proposal that 

~ C&R 1s part of the un1t be1n9 force pooled and they're 

21 conftdent that they're going to obtain a lease but ask 

~ that · ney not be included . I was j ust raising the issue 

n that all -- I bel1eve our posit ion has been and I 

24 believe that the law says all interest Wlthin the unit 

~ be1n9 pooled that are unleased would have to be pooled 
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all interest would be pooled . 

2 HS. BIGGS : All interests are pooled a.nd t.hose unleased are 

3 force pooled . 

4 HB . CHAIRMAN : B19ht . 

s HS . BIGGS: The only thlll9 I could suggest is if you lease 

a them that perhaps they could amend their Bxhibit 8 and if 

1 it was 1nto us within the next few days before the order 

a was entered 

9 HB. HcQUIB£ : Okay . Let me do this . If we're not able to do 

10 th1s then they should be included . 

11 Q. (Hr . HcQulre continues.) What are the terms-- the farm 

12 out terms that you would recommend as being customary 

13 with C&R? 

14 A. The farm out terms that we would offer would be that they 

15 would receive a one thirty-second of eight-eighth 

16 override proportionately reduced to the amount of acreage 

17 that they're contributing t o this unit. They would get 

18 well 1n! ormation copies of logs. things of that nature . 

19 HR . CHA IRMAN : Any questions of th1s witness. members of the 

20 Board? 

21 (W1tness stands aside . ) 

~ HR . CHAI RMAN : You may call your next witness. 

~ HR. HcQUIRE : Hy next witness is Richard Vanucun . 

24 

25 
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4it RICHARD VANUCUfl 

• 

4lt 

2 a w1tness who , after hav1ng been previously sworn, vas 

3 examined and testified as follows: 

4 

5 PIRBCT BXAHINATIOH 

6 

7 BY HR . HcOUIRE : 

8 Q. Hr. Vanucun, I'll remind you that you are still under 

9 oath and I will tender to the Board a copy of your 

10 resume as an exhibit.. (Pause.) ln leu of qualifying you 

n orally as an expert I believe you've qualified before 

12 this Board earlier today as an expert, is that correct? 

13 A • That's correct. 

14 HR. McQUIRE : I would like to offer Hr. Vanucun as an expert 

15 Wltness be's an engineer for production purposes . 

16 Also as g1.ving value to the reserves and giving testimony 

11 about estimated well costs. 

18 HR. CHAI RHAN: You may proceed. 

19 Q. (Hr . HcQu1re continues . ) Hr . Vanucun, what is tbe 

~ pr1mary objective strata for the well? 

21 A. The pr imary objective strata for this well is tbe 

~ Devonian Shell . 

23 Q. Are t here any other secondary objectives? 

24 A. Yes . The Raven Cliff Sand is a secondary objective. 

3 That' s producing some offsets . 
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Q. 

2 A. 

3 

4 Q . 

5 A . 

You don ' t know if you would encounter that or not? 

That ' s true . I don't know . We have high hopes of it, 

but it's not rel1able . 

What are the estimates for production? 

The est1mated product1on from the Devonian Shell is 300 

6 million cubic feet. 

7 Q . 

e A. 

9 Q . 

10 

What are the est imated reserves for the unit? 

400 m~ll1on cubic feet . 

Would you l1ke to amend Section 2.6 of cost and produc­

tlon to reflect your testimony? I believe that there are 

11 some typographical errors in that . I believe that it 

12 reads currently 26 HCPD. I believe your testimony is 

13 that the est1mates for product i on is 300 HHCP , is that 

14 

15 A . 

16 Q . 

correct? 

That' s correct . 

And the est1mated amount of reserves are 400 HHCF, is 

17 that correct 1 

18 A . 

19 Q . 

20 A. 

21 Q . 

That's correct . 

Wha t are the t otal est1mated well costs for thi s well? 

$302, 000 . 

Does Ashland have a blanket bond on file t o cover 

22 rec lamat1on costs? 

23 A. Yes , l t does . 

24 HR . HcQUIRS : I have nothing further . If this Board would 

~ l ike t o ask Hr . Vanucun about APEs or any other questions 
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it may do so . 

2 HR . CHAIRHA11 : Do you have the same offer on the AFB as you 

3 had before? 

• HR . HcQUIRB: I do . I guess initials just don't quite make a 

5 signature . 

s HR . HARRI S: I have a question about the AFB also . It is 

1 1n1ti alled but the date i s 5 / 20/92. I'm a ltttle 

e concerned about the currency of the information. 

9 HR . VANUCUN: The currency of tho information is pretty good. 

10 There • s not that much varubility in - - not a lot of 

11 inflatton i n coal field drilling costa right nov . 

12 

13 

I• 

Deflatton if anything. It's pretty stable . So it's 

relat1vely current . If ve estimated the cost to drill a 

well a year ago it would be pretty much what ve estimate 

15 nov . 

1& HR . RARRI S: I don't know what our regulation says as far as 

11 currency of tnformation . 

IB HR . CHAIRHAN : A.s t he Board • s policy it • s been vi thin the las: 

19 90 days . 

20 HR. VAllUCUII : I 11111 say to you that if ve come in -- if you 

21 want a new estimate we will , but i t wtll probably not be 

22 much diUerent fr om this . I have no reason to believe it 

~ w111 be any dt!ferent wi thin the tolerance of an esti-

2• mate . 

25 HR . McQU IRE : A.nd llB I sllid, I will make the same offering. I 
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w111 withln five working days provide you vitb a current 

APB Slgned . 

HR . CHAIRMAN : Other questions, members of the Board? 

(Witness stands aside.) 

HR . CHAIRMAN : Do you have anything further? 

HR. HcQUIRE : Noth1ng further . 

HR. HASON : I rnoye that ve approve the petition baaed upon 

tho sub~~~n to the BQAid within fiye workinq days of 

~~date_pt_an approp~iate AfB which is currently dated 

and executed . 

HR. HARRIS : Second ~ 

HR. CHAIRMAN : Further discussioJll 

HR. McGLOTHLIN : If you obtain a lease from Mountain Kiasion 

1n the near future how do you propose --

HR . McQUIRE: I would propose -- i f I obtain a farm out -- if 

Ashland obt a i ns a farm out from C&B I'Ll notify the 

Inspec t or and the Board of that immediately prior to tbe 

entry o f the order . If we obtain a lease from Mountain 

Hus1on I would come to the Board and inform them and ask 

t hat -- frankly we would not need this force pooling and 

ask t hat the Board take whatever appropriate action is 

needed t o make the force pooling order null and void . 

Ashland does n ' t real l y like to have to go through all 

t h1s procedure and woul d rather do things voluntarily . 

But because of tlme constraints 
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HR . HcGLOTHLllf : Hr. Chairman, I might be out of order and 

2 please 1nform me if I am . I'll ask a question of -- the 

3 arrangements nov be1ng made vith Mountain Mission School, 

• are they equal to or greater than vhat the pooling order 

5 vould allov? 

6 HR. VANUCUM: They'd be the same. 

7 HR . HcOUIRE : They are the same . In fact, 1 spoke vith 

a Hounta1n H1ssion's counsel vbo is not here and ve are 

9 talking about leas1ng the entire acreage that they have 

10 rather than JUSt the small acreage vith.in the unit. 1 

11 th1nk both Sldes vould llke to vork toward doing that . 

12 But the terms would be the same. 

13 HR . McGLOTHLIN: I JUSt don't knov about going back to anybody 

and say1ng well -- vben you're in the process of leasing 

15 them nov and then you come in - if vera negotiating at 

16 a h1gher figure or 1f they wanted a higher figure then 

17 you're qo1ng to come up and say well, we've already force 

18 pooled you at $ 5 an acre . I don't like to -- I'm sure ve 

19 probably have put somebody in that predicament but I 

ro certa1nly hate to do that to anybody , especiallY Mountain 

21 HlS&lon. 

22 

23 

!1R CHAI RHA!l : ~nYthinq (IRther? All lD favor signify by 

say1ng_yes . ~L AFFIRH~·~>--~O~p~p~o~se~d~.s~a~y~n~o~,~~~~HuOaHE~·~)~~T~b~e1 
2.. mot 1on carr 1es ...... 

25 ( AF'iliR A BRIEF RECESS , THE HEAR I MG CONTINUED AS FOLLOlr"S : ) 
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2 

3 HR . CHAIRHAII : The last ium on the Board's agenda is the 

• Board on 1t 's own motion will receive testimony and 

5 ev1dence on t he 1ssue of whether or not to amend certain 

a pool1ng orders previously entered by the Board to change 

7 the Board 's designated unit operator of the following 

a un~ts from OXY , USA, Incorporated to Consolidation, 

9 Incorporated effective September 30th, 1993. The docket 

10 numbers are attached as part of the agenda today. We'd 

11 ask the parties that wish to address the Board in this 

12 matter to come forward at this tl.Dle . 

13 HB . SWABTZ : Hark Swartz representing OXY , USA , Inc . , Buchanan • 1• Production Company and Consol . 

15 HlL CHArRHAII : Are there any others that WlBh to address the 

16 Board 1n this matter? The record will show there are 

11 none . You may proceed, Hr . SWartz . 

18 HR . SWARTZ : Hy cl1ents would l1ke to join together in 

19 requesti ng that the Board undertake to amend or to change 

~ tbu des1gnated operator from OXY, USA to Consol, Inc. 

21 w1th r egard t o the un1ts that have been identified in 

~ t h1s month 's docket. Those units are suppose to and we 

~ be l1 eve represent all of the units in which OXY, USA has 

24 been appo1nted operator by this Board or baa been 

~ des1qnated operator by this Board . I think the reason to 

• 
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undertake an inqui ry as to whether or not the designated 

operator should be changed and the reason to actually 

undertake the changes, I'm sure, is essentially tbe sale 

that occurred this summer. I'm sure that most of the 

Board member s a.re aware of the fact that Oxydental 

Petroleum was the direct and i ndirect parent of OXY, USA, 

Buchanan Product~on, Oakwood Gathering and Island Creek 

s old stock ~n certain corporations that Oxydental 

Petroleum owned either directly or indirectly to Consol , 

Inc . That sale occurred this past summer . It bas been 

phased in over the course of the summer and OXY and 

Consol and Coni co to some extent who is a contractor for 

Consol, Inc . have been i nvolved in an orderly transition 

in terms of CIAnagement of tbe various assets . Al.l of the 

ent i t i es t hat the Board has been dealing with -- and I 

th ~nk i t's important that you know this and you recall 

thi s . All of the entities that this Board has been 

dealing wi th - - and that would be Buchanan Production 

Company who has been the appl icant with regard to most of 

these force pooling applications . Buchanan Production 

Company s t i l l exists . It is still a Virginia partner­

sh~p . I t's two partners, Appalachian Operators, Inc . and 

Appa l achi an Methane, Inc . still exist and are the 

corpor a t e partners . Oakwood Gathering, Inc . still 

ex~s tb. so all the entities that either the DKHB --
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DlVlSl On of Gas and Oil or this Boar d have been dealing 

v1th are still entities that exist that r e t ain the assets 

that they have had throughout their dealings vi t h thi.s 

Board . I've prepared tvo kind of organizat ion charts for 

you all to give you some indication of the companies and 

the corporate organ1zation in terms of what Oxydental 

Petroleum owned and hov it vas organized and then vbat 

the effect of the sale of stock into Consol, Inc . bad . 

So you ' ve got one that's entitled "Vir ginia CBH Pro ject" 

and then another chart that has a fev mor e blocks on it 

ent l t led Virginia CBH Project after Consol, Inc . Acquisi­

t l on . " Essentially what these charts show is that you 

bad Oxydental Petroleum -- there may have been some 

1ntermediat e corporations, but Oxydent al Petroleum vas 

the parent o f a company called Glen Springs and every­

t h1ng below Glen Springs changed hands in the trans­

act lon . Gl en Springs essentially conveyed or transferred 

t he s tock in Island Creek Coal, Inc . vhich owned the 

s t ock of al l t he companies underneath it either directly 

or 1nd1rec t l y . And that stock in Island C.reek Coal, Inc . 

went to Conso l , Inc . So if you look after the sale 

you' l l see t hat Consol , Inc . is over here and ovns L~e 

t ree t ha t you see on the first chart . We've added a fev 

blocks to the after acquisition organization chart t o 

kind o f complete the picture . What you have to complete 
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the p1cture 1s an explanation of Pocahontas Gas Partner­

sh1p . I' m su.re that you all know from prior hearings 

1nvolv1no PGP Consolidation Coa~ Company and Conico are 

50/ 50 partners or owners of the partnership Pocahontas 

Gas Partnersh1p. You may or may not recall that Pocahon­

tas Gas Partnership is a 50 percent owner of a company 

called Cardinal States Gatbering Company which is a 

partners hip. Oakwood Gathering and OXY Oxydental 

Company vas the other partner in Cardinal States. ~bat 

1s a partnership which owns the 45 or 50 mile pipeline 

that was built from the gathering systems up into Grant, 

West Virg~nia to connect to the Columbia transmission 

llne to market the gas that was produced by Pocahontas 

Gas Partner s h,1p and that vas produced by Buchanan 

Productlon . So this k1nd of gi ves you an overview of 

what happened i n the sale . I think there vas some 

con fus 1on t hat perhaps assets had been sold and th.at 

cer t a1nly d,1d not happen . It vas corporate stock and all 

these companies and the partnership still survive. The 

other small exhibit which I have tendered to you all 

conta1ns four pages s hould be somewhat familiar to the 

Board members . As you will recall, Buchanan Production 

Company rea lly bas no employees and Bucba.nan Production 

Company' s par t ners , Appalachian Operators, Inc. and 

Appa l ach1 an Methane, Inc., delegated the management 
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responsibilities to OXY , USA to act as professional 

manager fo r Buchanan Production Company. After the stock 

transfer and as t~s whole transaction was phased in 

Consol, Inc. who now 1s the indirect parent of the two 

corporate partners in Buchan.an Production Company has 

acted to replace OXY , USA as the professional manager of 

Buchanan Pr oduction - bearing in m.ind that Buchanan 

Production as far as I know still has no employees. So 

Consol, Inc. in th1s group of paper work or documents 

that you have has been appointed by Buchanan Production 

Company as of September 1, the date of these documents, 

to act as professional manager and has been given the 

author1ty to explore, develop and mainta~n the properties 

and assets of Buchanan Production Company which are owned 

on the date of the delegation or hereafter acquired . In 

add1tion . Consol, Inc. has done something very similar to 

what OXY, USA did . With regard to the authority to 

manage the affa~s of Buchanan Product~on Company Consol. 

Inc . has specifically named three people and kind of 

del1neated the author1ty that they havo. You've got a 

general manager who 's Claude Horgan , a land manager who's 

Hr . Glllenwater , and Randy Albert is the regulatory 

manager . There is a l so in t hese documents a consent by 

Consol to t he selection of the professional manager by 

the management commit tee of Buchanan Production . In the 
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l ast document 1n thi s packet of four documents is 

somet h1ng t hat you have seen before -- i n a way i t is . 

In any event , whenever Buchanan Production would apply 

for a pooling order there would always be - - they would 

always ask t ha t OXY be designated the operator . There 

vas always a consent 1n the exhibits whereby OXY would 

consent . Thora 1s a cons ent to appoi ntment as designated 

operator attached here . It specifically pertains to the 

matter that 's befor e the Board today and you 'll notice 

that 1t 1s a consent to act -- accept appointment as 

des 1gnat ed operator ~n t he event t hat the Board should 

agr ee or allow t he proposed change to happen today with 

regard t o the un1ts that are identified in the docket 

that ve have before us . So this lund of gi ves you the 

deta1ls Wl th regard to the t ransaction , gives you the 

s tatus of Buchanan Product ion i n terms of who is its 

profoss1onal manager a t t his point, wbo bas authori ty 

Wlthl n Cons ol, Inc . to per form management functions for 

Buchanan Product1on and g1ves the1r consent -- Consol's 

consent t o accept . Ther e are a couple of other thi ngs 

t hat are ongo1ng that I t hink you need t o be aware of 

wh1ch I t hink also caused thi s change of designated 

operat or and makes some s ense . Consol , Inc . is obviously 

reglS tered wi th DHKE , has posted a blan.ket bond acquired 

by the Code of the Commonwealth of Vi rginia with regard 
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to the wells that 1t would be appointed designated 

operator . In add i tion, all permltS which were issued to 

OXY , USA as permittee were permits-- to the extent that 

there vera any gathering line permits, although most of 

those would be in the Oakwood Gathering, if not all. 

Perm1t transfer appl icat ions have already been filed and 

it • s an >ngolng process . Some of t .bem have been approv­

ed . Kany are awa1ting approval . But in a matter of time 

all of the OXY permits will be transferred to Consol, 

Inc. That's a process that's independent of this Board, 

but i n terms of the status with the DKHE all OXY permits 

v11l be 1n the foreseeable future -- certainly all the 

transcript of the applications vill be filed. And that 

would be 1n the bands of Consol, Inc . With regard to 

account1ng functions -- and I think the reason for the 

large document in front of you whi ch I do not propose to 

spend a lot of t1me with unless it provokes question -

but the Pocahontas Gas Partnership royalty accounting has 

been done by a contract basis by Conico who is also a 

p~ rtner 1n PGP. Conico has been doing the accounting . 

Obv1ousl y we are aware of the fact that in requesting a 

change of opera tor 1t is incumbent upon OXY and Consol, 

Inc. t o demonst rate that there is current accounting 

1nformat1on wh1ch w111 allow Conico to continue to track 

and allocate royalty and other revenue . Essentially what 
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you 're oe t t 1ng today is just a flUke but the reports tbat 

you get fr om - - that you talked about this morning that 

you got from t ho escrow agent , the last section of tbis 

document - - the last half 1s essentially a copy of the 

accounttng 1nformation wh1ch accompanied every check that 

was paid t o the escrow agent. So each page bare pertains 

t o a check or aer1es of checks tbat were issued to tbe 

escrow agent and dea l s wtth volumes, prices, calculates 

the r oyal t y , deals with deduca and so forth . So the 

backup i nformati on for every dollar that vas paid to tbe 

escr ow agent 18 conta1ned in here . Tbe tab immediately 

1n front o f 1t 18 a summary Vhicb just llsts every check 

w1thout the detail. What Consol, Inc. thoir plans 

wtth regard t o Buchanan Production are is that COnico 

w11 1 take ove r the account1ng funct1ona vith regard to 

ga s accounttng or well accounting bas1cally and vill 

per form t he funct1on that it has been performing -- I 

hope I sa 1d Con1co -- w11l perform that accounting 

! unct 1on that 1t has been performing for Pocahontas Gas 

Par t ner shlp for Buchanan Product1on . And, in fact, a 

copy o f what we've gi ven you today is being del1vered to 

Con1co and Consol for the1r use in carrying forward the 

roto1 n1ng of the r ecords of each of the units . This 

1ntormat 1ori that you have before you deals with July's 

product 1on . Tho r oyalty chocks would have been isaue4 
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on or about -- or put in the mul on or about August 

2~th . so the information shows July's production which 

3 1n the ord inary course would be paid for the end of 

4 Auouat and usually OXY cuts or mails them around the 

a 2~th . There will be one more report to track the August 

8 product i on that baa to be run . Those August royalties 

7 will not bo paid or escrowed until September 25th which 

8 la, of couroo, after the date oC this hearing . And those 

o further reporto will , of course , be turned over to 

10 Consol, Inc . and Con1co, Inc . ao that they can ingrate 

11 that l nto their accounting. The balance of this book 

12 wh ich is moat -- more than half of it deals with payments 

13 made to t he escrow agent . Whether or not this causes you 

to ! eel secure or 1nsecure, we borrowed a copy of the 

1& oacrow agent's report as of June lOth and compared it to 

10 aome of the accounts and amaz1ngly they actually balanced 

11 wh1 ch was encouraging. The balance of this document 

18 deal s w1th money that' s be1ng held 1n suspense and as you 

10 may or may not remember -- you ' ve dealt with this at 

~ encrow hear1ngs and a t other tlmes -- many of the 

21 Buchanan Product1on Company leases provide for an 

~ 1nternal company escrow or a suspense treatment of 

~ r ovenuo. To give you an example, if Buchanan Production 

2' Company has a lease that covers 100 percent of the oil 

~ and gas and 100 percent of the coal interest on a given 
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troct ond they have loaaea !rom both aidaa thoae leaaea 

provide thot until ownorahip ia reaolved OXY can retain 

the royaLty internal 1n a auapen .. account. So to the 

• extent that thore are leaae propertiea with conflicting 

& c lol ma that have not been force pooled by you all thoae 

g auaponao occounta ore tracked. There are other reaaona 

1 thst tht 1110nty may bt auoptndtd with ngard to total 

i omounta payablt 1011 than -- t here are also there's a 

o tro cktno 111 h~»ro too amall by owner and thia alao 

10 oopturou umall amount• of money paid monthly until they 

" roach 125 ond a chock 11 cut . OXY'a procedure is that 

1' lt coa t i them about oioht dollars to write a check and 

13 th~»Y do not wr 1te chock• until they have S25 or unt1l 

D~combor hoppona . So that money is tracked in here as 

IG wnll . don't know if you want to apend a lot of time on 

10 t hl a , but if you )Uat pick any pages or any group of 

11 poo~• -- probably tho beat place to start maybe would be 

111 t ho nc row aoont . It ident111eo just toe the firat 

10 pooot . r t ldontl f tea the CBH un1 t which ia S-14 . It 

~ Qlv~ a tho VOOB number oo whon tho oacrow gets a check 

21 thoty know whnt unit and what number they're talking 

22 tlhout . And 1 t tells tho escrow aoont which tract in the 

~ un l t tho monoy 1a attrtbutablo to and gives an acreage 

24 ! 1our n and obviously it's addressed to the escrow agent . 

~ Thon t horo i s tho det ails with regard to bow the interest 
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la dalculat ud ond t he period of t1mo that 1a covered . On 

2 t~e ln8lde ~ave front cover thor• ia kind of a code 

3 okp1onat1on with regArd t o tome of tho codta. To tht 

• aktenl t hat. you llaYg quetti on• we triod t o pick tho codoa 

B t hl\l Would bg 11'\0il l rflovant , J n aUJIUIIarY with regard to 

" lh!J ,u,eoUilllhO 1nrormat1on wo folt u 11 it waa incWIIbont 

1 1111011 uri HI )1) 111 111(1 Ln a roquorat that t he chenoa of 

• oP!talot lidU9 by rtiOivtd ravoroblo in favor of a cbanoo 

9 cH opel rt t.Or c rolll OXY to Con1ol , l no. that wa dtmonatrata 

10 lh"l w e~ tlo htwe t hv kind of occoununo infornaatlon which 

t1 wLl l ~t l l 9w Cont co nnd Conoo l to carry thit project 

II 

HI 

I. 

roawnto , to nnowor quoationa that the eacrow aoent miobt 

ll rtY~ 1n th~ rut ure . Th1a baolcally 1a the information -­

the tow tlrtto that'D oolno t o bo oivon and baa boen oiven 

IIi t o c:on1 co ond Contol and there wUl bt one more month ' s 

10 I'"POt l ""foro t hoy take over tho accounting function. I 

11 know lhnt Conico hao boon moo ting in Oklahoma with OXY 

ld raprol rH!n tot 1 vu and hove been at thh for quite a whl 1e 

10 t o Q4l thta tnttorotod Lnto t hoi • computer ayatem. 

~ ObYIOUd ly tho POP peoplo Lta Arr1noton and Randy and 

1>1 c I nut1•t hov• boon work lno from tho land aide to oat the 

n ~t v a •l6n of t nttr~eto t o Conico and are handlino that 

" •ort o f 11ko Harty and Sam were handlino for OXY . This 

2-' 111 p r oc: IIIID 1 n wol l on 1 ta way . Coni co, at least aa I 

~ und~ r o tnnd ll , haa boon at it for months and will start 
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the gaa accountl.ng as of September's production. That's 

about tho end of my -- Thoro ' a only one other thing I 

need t o toll you about thla booklet to the extent that 

you actually apond any aignificant amount of time looking 

at ! t . The firol section ia a leaoe ownership report. 

Th io report woa printed 1n September . The balance of the 

tn!ormation woa pr1nted aa of August 30th . There vera 

oome changeo in ownerahip that are reflected in this 

document that was printed i n September because they vera 

1mputo the f irst o f Septembo~ that are not consistent 

with what you havo through August. What I'm suggesting 

1o if someone 

rotlected and 

1C a t1tlo oroblec arises it would be 

thoro might be some things that are 

ahown 1n owneroh1p as being 1n suspense that have not 

boon auoponded befor e that date because a title issue 

orooe . on the other hand, if a lease vas obtained 

people who may have been subject to escrow or whatever 

pr1or to August 30th are now getting a royalty check. so 

thoro will be some incoos1atencies although the vast 

ma )orlty o f the ownership entries and the payment codes 

w11 1 be the aamo . But to the extent th.at there are a few 

varzat 1ona 1t' s JUSt the t1m1ng of the reports, that 

thoso changes of status are impute twice monthly. So 

thoro wore aomo changes made September 1st that weren't 

zefl ected on August 30 th . In summary I think that the 
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bes t reason or group of reasons to actually change the 

operator from OXY, USA t o Consol, Inc . are essentially 

becaus e of the sale , because of the fact that Consol, 

Inc . 1s already the professional manager of Buchanan 

Productlon, Inc ., because the permits are being transfer­

red , essentlally because coni co vill be taking over the 

account1ng funct1on as a contractor for Buchanan Produc­

tlon, essentlally every duty , obligation and responsibil­

lty tha t ' s been dlscharged by OXY bas either passed or is 

about t o pass and the Board ought to recoqnize the 

r eal1ty of the situation . Obviously the parties vant the 

publ1c t o be the only -- the people vbo are actually 

do1ng the work as well . So I think that a change of 

oper ator is appropriat e under tbe circumstances . 

15 Obvlously lf you have any questions I've got people here 

16 who can answer them. 

17 HR. CHAI RMA N: Going back t o just a couple of things and then 

18 I' ll ask the Board members . On your resolution of 

19 management comm1ttee of Buchanan Production Company wbo 

~ 1s R. E. S~th, C.W. McDonald and Claude Horgan? If you 

21 wou ld 1dentify those for us . 

~ HR . SWARTZ: Claude . 

23 HR. HORGAN : I 'm Claude Horqan . I am manager of gas projects 

24 

25 

for Conso l , Inc . and have been appointed general manager 

o f Buchanan Production as vall as appointed a member of 
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the management comml.ttee. R. E. Sm.ith is Ronald E. Sm.ith. 

2 Be 1s consol , Inc . 's executive v1.ce president explora-

3 tl.on , eng1neer ing and environmental affairs . C.W. 

4 McDonald 1s execut i ve vice president of operations . 

5 HR. CHAIRMAN : Any questions, members of the Board? 

6 HR . MASON: I JUst wanted to ask , i n this Virginia CBH Project 

7 how does OXY , USA , Inc . fit into tbat? 

a HR . SWARTZ : It l.s a subs1d1.ar y of Oxydental Petroleum. 

HR . HASOrt : so 1t' s up her e on another line? 9 

10 

11 

12 

HR . SWARTZ: I t d1d not own any of tbi s stuff that changed 

bands . 

HR. HASON: I understand that . 

13 HR . SWARTZ : There are tons of other companies, but OXY -- I 

14 t hlnk OXY 1s a directly owned subsidiary of Oxydental 

15 Petr oleum. So tbere ' s a number of other companies 

16 that - -

17 HR. MASOII : So OXY never owned any part of Appalachian 

18 Oper a t ors or Appalachian Methane or Buchanan Production? 

19 HR. SWARTZ: I know w1th regard t o Appalachian Operators and 

~ Appalachi an He t bane OXY never owned that stock. 

21 HR. MASON: Tha t was owned by Island Creek? 

22 ~R . SWARTZ : No. Th1s stuff was moved around before the sale . 

~ I th1nk oxydental Petroleum Corporation owned -- okay . 

24 Oxydontal Petroleum owned Oakwood Gathering indirectly. 

~ OXV d1d not . 
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• HR . HASON : Do what now? 

2 HR. SWARTZ: No? Okay . Chuck, why don't you just state your 

3 name for us . 

4 HR. TWI LIHGER : Chuck TW11inqer . 

5 KR . SWARTZ : Who owned Oakwood Gathering before there vas a 

6 reconfigurat1on for the sale? 

1 HR. TWILI NGER : Before all of the entitles were reconfigured 

a Oakwood Gather1ng was owned by OXY, USA as a di rect 

9 subs1diary . 

10 HR . SWARTZ : Who owned Appalachi an Operators and Appalachian 

11 He thane , Inc .? 

12 HR . TWIL INGER : Those were both owned by Oxydental Oil and 

13 Gas, USA . • 14 HR . HASON: Okay . It concerned me a l1ttle bi t because this 

15 conf1qurat1on is greatly i n conflict with earlier 

16 testlmony i n regard to I s land Creek' s relationship with 

11 these compan i es and I wanted t o clarify for the record 

18 that we haven't sat here and approved a lot of these 

19 business transactions between Island Creek and Oakwood 

~ and some of these other people when, in fact , they were 

21 all owned by the same people . 

~ HR. SWARTZ : We ll , what happened , Glen Springs which may be a 

n f aa111ar name , Glen VanGolen 

24 MP. HASOfl : I unders t and . 

~ ~R . SWARTZ: - - was created for purposes of this sale . Reed 

• 
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Hold1ngs 1s J i m Beckett's mi ddle name which vas created 

2 ! or purposes of this sale. Those two companies didn't 

J ex1st unt1l the sale vas going to occur. In addition, 

• assets were transferred under the Island Creek Coal, Inc . 

5 to allow --

e HR . MASON: All I'm i nterested. All I'm trying to do is just 

7 establ1sh !or the record that , in fact, when ve did a lot 

8 of these things and approved a lot of these agreements 

9 between Island Creek ownership entities and OXY that they 

10 were , i n fact , not parent subsidiary relationship. They 

" were brother/ sister corporations of oxydental Petroleum. 

12 HR . SWARTZ : Right. 

IJ HR. MASOfi : And that 's how it vas represented to us. This 

1• makes 1t appear in a different configuration. I just 

15 want to clarlfY for the record that that's, in fact, the 

16 way it was and that this has all been redone for the 

17 

18 

19 

20 

sa l e . 

HR . SWARTZ : 

HR . MASON : 

HR . SWARTZ : 

That's r1ght. In fac t , Island Creek Coal -­

Dldn 't even exist before this. 

There was an Island Creek corporation that vas 

2\ created to hold assets for reasons I won't get into it . 

22 But at least three of these companies on tbe CBH project, 

n Glen Spr i ngs, Reed Holdings and possibly Island Creek 

24 Coal , Inc., were creatures of how do vo organize this to 

~ sell it . 
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HR . MASON : I understand . I just wanted to clarify that 

point . I'd l1ke to leave here today not feel1ng fool~sh 

3 about 1t . 

4 HR . SWARTZ: Well , Beckett is very upset that tbey sold Reed 

s Holdings and held on to Glen Springs. 

6 KR . CHAIRMAN : Any other questions, members of tbe Board? 

7 MR . SWARTZ: Chuck has expla1ned to me tbat Island Creek 

8 

9 

10 

Corporat1on was completely out of tbe OXY cba~ as you 

understand 1t . They were sister companies but tbey were 

not-

11 H.R. MASON: I understand. That's wbat bad been represented to 

12 

13 

us and s1nce this is a part of the record I want it 

clearly understood that at the time we acted on those 

14 th~ngs they were in a d i fferent configuration. 

15 HR. HcGLOTHL IN: Is OXY going to leave a support person here 

16 to go over th1s and teach us bow to read it - b.a ha -

17 so we unders tand this report ? 

18 HR. SWARTZ : I can g1ve you Sam's phone number. What bas 

19 happened and the reason that this information is - I 

~ mean , part o f the reason this informat~on was produced 

21 1s we're hop1ng that some of you won 't take this bome 

~ w1th you and t hat you're only going to need like three or 

~ four cop1es because we need some copies to distribute. 

24 But Consol and Conico will have this information and 

~ be l1 eve me , from dealing wi th these guys they understand 
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• thls stuff . They can answer questions. You're not going 

2 t o havo to ca l l Okl ahoma to work through it . 

3 HR . CHAI~f : Hr . swartz , do you represent these charts as 

4 accurate and the current holdings of Consol, Inc . as it 

5 r e lates to the Virginia gas production? 

G HR . SWARTZ: After consol, Inc . acquiDition Claude and I have 

1 been through and as of yesterday and again this morning 

e and be can argue with me, but I believe they are accurate 

9 as of t oday. 

10 HR . HASON: I was just going to ask the question of what do we 

" have that refl ects OXY, USA's resignation as operator? 

12 HR . SWARTZ: We can testify t o t hat. There is a document 

13 which we probably don't have with us today . But Claude • 14 and Chuck are familiar with that status . Bither one of 

15 you can respond . 

16 HR. HASON: Counsel has made the point that we're appointing 

17 someone 1n these pooling orders as an operator or that's 

11 the proposal when, in fact, we have nothing from the 

10 cur rent operator removing them 

~ HR. SWARTZ: We l l, I tb1nk you're asking me two questions . 

21 I'm representing OXY here today and I am asking that you 

22 change the operator. I thl.nk you can assume that I am 

~ authori zed t o speak on OXY's behalf that they want to be 

24 r eplaced as operator . I'm here as their counsel of 

~ record . So I'm askl.Dg -- they ' re joining in this motion 

• 
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and I'm the1 r counsel . There are two 1ssues . Consol, 

Inc. has now appo1nted a new management commlttee and 

that management COmQlttee on behalf of Buchanan Produc­

t l on has delegated the pro fessional manager authority to 

r un the bus1ness on a day t o day basis to Consol , Inc . 

You have those documents 1n front of you . There has been 

a phase 1n and phase out of OXY, USA . But all of that 

does not change the des1gnat ed operator officlally. The 

of:1c1al des ignated operator -- v1sa v1 the Commonwealth 

and v1sa v1 the people who w1ll be pooled 10 these ~ts 

wh1ch 1s someth1ng tha~ you as a Board have done . I 

mean. we can't JUS t reGlgn . 

13 HR . MASON: It 's the pool1ng order that creates that deslgn-

14 a t ed opera t or . 

IS HR S~ART:: R1ght . And what we're ask1ng you to do 1s change 

16 that . Now. 1n t e r ms of -- let me JUSt ask Hr . Twi __ ~ger. 

11 Ha s OXY tend er ed a not1ce o f res1gnat1on ? 

18 HR . T~ ILII<GER: We tendered a not1ce of res1gnat1on to Consol 

19 on about July 5th o r 6th . 

~ H? SWAR7 Z: And you had t o g1ve advance not1ce of resignation 

21 and that's why lt came out 1n July? 

22 "!? Twl t. i!lGER. Yes . 

23 tP CHA iRMAH · Excus e ce . I th1nk JUst so we have a clear 

2: re cor d 1! we could have s worn tes t 1mony. 

~ ~~URT REPORTER: (Swears Wltness.) 
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2 a w1tness who, a f ter havino been duly sworn, vas examined and 

3 test1flod as follo'fs: 

5 PIRECI BXAHlHATIOR 

6 

7 BY HR . SWAR't'2; : 

8 Q. Hr . Tv1l 1nger, bas OXY tendered a res1 ~tion as profess-

9 1onal manager to Consol , Inc . ? 

10 A . 

11 Q . 

12 A . 

Yes , they have . 

And about when d i d that occur -- the tender of it? 

Approx 1mately July Stb. 

13 Q • 

14 

Was there an agreement that OXY bad to give a certai n 

amount o f notice of resignat1on? 

15 A . Yes , t here was . 

16 Q . What was the amount of notice? 

17 A . 90 days . 

18 o. Bas Consol - - have you been advised t hat Consol bas 

19 ac knowl edged rece i p t o f that and accepted it? 

20 ;.. . Ye s . They have . 

21 HR. HASO!l : Is there any document i n which OXY bas actually 

~ asked t o be replaced as the operator in the pooling 

~ orders by Consol? 

24 HR . SWART: : They can 't do that to us . 

25 HR HASOII : Pardon? 
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HR . SWARTZ : They can' t do that. 

2 HR. HASON: We can do it, but they have -- we're here on our 

3 mot1on . 

• HR . SWARTZ: But remember who I'm representing today . I'm 

5 here representing 

6 HR . HASON: I know who you're representing . You represent 

7 everybody . 

8 KR. SWI.RTZ : Consol . Inc . , Buchanan Production and OXY . 

9 And they are JO ining together to accomplish a change of 

10 oporatorsh1p . So I guess -- and this is on the Board's 

n own mot1on . So we would not have filed a petition or 

12 somet hlng . But the parties who are going to be affected 

13 - - the owner o! the leases is Buchanan. The coal 

1• 

15 

16 

operator 1s OXY and the operators -- they are here 

t ogether saying please do this . It makes sense for the 

reasons I ' ve summarized . So there wouldn't be something 

11 1n wr 1t1ng. If OXY wrote to consol and said change us as 

18 des 1gnated operator they'd wr ite us a nasty letter or 

10 something l1ke "Hey , stupld . You have to go to the 

20 Board . " 

21 HR. HASON: But you 're tell ing us on the record in your 

~ capac i ty as an authorized representative of OXY, USA that 

~ they consent to the r emoval of themselves as operator and 

24 tho subst1tut 1on thereof with Consol . 

~ MR. SWARTZ : It's even more so than consent . They're asking 
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you to please do 1t . Buchanan Production Company is 

2 mak1 nq the same r equest . 

3 HR . CHAI RHA!f : Anytblng further? Questlons, members of the 

• Board? 

5 HR . MASON: Would you sign that in black? 

6 HB. SWARTZ : You don ' t bear my clients arguing with me . I 

1 assume I still have authority. 

11 HR. HASO!f : I was j ust teaung. It's a pretty significant 

9 th1ng t o do . 

10 HR . SWARTZ : I don't th~nk lt has any sign1ficant effect . 

11 HR. KASO!l : The change 1n the des1gnated operator? 

12 HR . SWARTZ: Unles s you're prepared to give OXY, USA a release 

13 of a ll l1abil1ty . See , we ' re not ask1ng for that. So I 

1• don't thlnk it really does have a significant effect. I 

15 mean , we're passi ng the accounting in.formation along with 

16 the unde r s tanding that there is a responsibility for the 

17 a t ewardshl p -- t he period that OXY, USA was stewards and 

111 we ' re not seek1ng any k~nd of declaration one way or the 

10 o the r ~n t hat r egard . 

20 HF. HASOII : Okay . Thank you . 

21 HP. CHAI RHAII : Anyt hlD9 f urther ? 

22 HR. MASOII : I_make~ motlon_thl!.L .. t be Board approve the cbanqe 

~ of t he des 1gnate~op~~~or i n accordance w1th the Board's 

24 own nol1ce_fo~lt!lril]9 today . 

25 HR . CHAIRHAII : And_amenu ll the orders? 
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HR . HASO!t: Yes . Amend all the prior orders to make that 

2 WllitUtion offoctive All of today , 

3 HR . SWARTZ : Co~~ make i t effective would you like 

,. 1_1_ a~.J!Iidnight _cm__the JOth1 

5 HR . HASOH: Ac~al~t_!hgyld be 12:01. shouldn't it. 

o on the_ U_r_sq 

7 HR . SWARTZ : ~o~n~s 1t's 12 ; 00 or 12:01. 

8 HR. HASOH: I_lust qot in_to a world of crude over one of 

9 tt~ose_@f!Jgnat i9ns. 

10 HR. SWARTZ: Lor_jnsurance . 

11 HR . HASON: ~his_had to do with a wonderful State Corporation 

12 Commi.ss OIL. 

13 HR . CRAIRHAll : BU_ect1ve on October lst7 

14 HR. HASON: '(es_._l 2 : 01 A.H. October 1st , 

15 HR. CHAIRMA.Ii : I _have a rnotMu\ .... 

10 HR. BVAIIS: I secon_d_ l.t.,_ 

11 HR. CHAI~f : A mo~1on and a second . Further discussion? 

18 HR . HcGLOTHLIN : Only t hat it's been a pleasure working with 

10 OXY 1n the past years and that the1r presence will be 

w greatly missed before t his Board . 

21 HR . GORDOII : I t goes both ways. We've enjoyed the relation-

~ s hlp we've had with the Board , with the Inspector, with 

~ everyone . It has been a very learning experience for all 

24 o f us . 

25 HR. HASOII: I won't part icularly miss you all. 
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HR. CHAIRMAN : A motion and a second. Further discussion? 

2 HR . HORGAN : Excuse me . I don' t knov that it makes any 

3 d1!!erence , but your not1ce said September 30th. I don't 

• know if you need to stick with that . 

5 

II 

7 

a 

9 

HR . 

HR . 

HR. 

HR . 

SWARTZ: That was 

HASON: ~at i( I 

liS of tho end of 

EVANS : ~e@Jl<l,_ 

CHAIRHAJI : t:.Ynbu 

k1nd of why I was making it 

chanoe my motion to make it 

Septe!llber 30th , 

d ii!,UIIIJiQD? AU in (~YO[ 

midnight . 

effective 

si,gnU:I ~! 

10 s~u,na Yes . !ALL AFFIRM . ) Opposed sav no . (l!OftB . ) 

11 I ~-Lllllltlli~s approval . 

12 

13 

I. 

15 

16 

17 

16 

19 

20 

21 

22 

23 

2' 

25 
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ITBH 3 

KR . CHAIRMAN : The other item on t oday•s agenda for the Board 

is we bad ~hat ~he Gas and Oil Board vill reviev and 

discuss tho Attorney General's opinion on retroactive 

statew1de spac1ng requirements contained vitb~n 361.17 of 

the Code of V1r;inia, 1950 as amended . It bas been 

publ lshed and we just received it . (Pause . ) We're going 

to take a few m1nutes to read this and then if there's 

any d1scuss1on we v1ll be happy to entertain that . 

(AFTER A BRIEF PAUSE OFF TRB RECORD, THB HEARING CONTIK­

UBD AS FOLLOWS:) 

HB . CHAIRMMl : It's a clear cut decis1on . I don't knov as far 

as mer1ts of any fur t her discussion on it . I think ve 

asked for a decis1on. We laid out our requests and I 

behove we got a r esponse . I think ve can certainly 

answer the question ve've had before us from the citizens 

who have requested us to apply -- to interject the 

Board's author1ty 1n these areas and to apply this 

retroact1vel y . We nov have a decision that says it 

cannot bo done and we're not 1n pover to do it. Is there 

any further dlScussion? Thank you for coming. The 

mee t1ng 1s ad j ourned . 

(End of Proceedings for 
September 21 , 1993.) 
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